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The Preparation of 


WILLS AND TRUSTS 


¢ SECOND EDITION e 
By 
DANIEL S. REMSEN 


of the New York Bar 


A Work of Preventive Jurisprudence 
designed to cause 


Wills and Trusts to be Rightly Written 
and so 


Avoid Litigation — Provide Adequate Administration 
Preserve Estates — Protect Beneficiaries 


Defend and Fulfil the Plans of the Maker 


CONTENTS 

Part I. A review of the substantive law of wills and trusts. 

Part II. A thorough analysis of the craftsmanship of building safe and 
sound dispositive and administrative clauses for Wills, Testa- 
mentary Trusts, Living Trusts, Charitable Trusts and Insurance 
Trusts (unfunded, funded and business). 

Part III. Plans and extracts from masterpieces of testamentary and 
living trusts. 

In one lorge volume. Over 1300 pages. Price $20.00 net. 

NOTE—The First Edition (1907) has been in constant 


demand and generously commended for its usefulness. 
A new and enlarged edition is now presented. 
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TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York 


Gentlemen: Enclosed please find $20.00 (check or money order), for which kindly send me 
copy of the new edition on ““THE PREPARATION OF WILLS AND Trusts,” by Daniel S. Remsen. 
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(below) “Trust,” ornamenting new home of Genesee Valley Trust Company of 
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KEY TO STABILIZATION AND RECOVERY 


DEALING WITH ECONOMIC PROBLEMS IN INTERNATIONAL TERMS 


ee 


OW visibility” obscures the horizon 
as to intermingled political and 
economic maneuverings throughout 
the world. From behind banked 

clouds there emerge confused rumblings with 
occasional brilliant flashes. These may be 
construed as either ominous or charged with 
new hope and promise for mankind, de- 
pending largely on the private viewpoint 
and the digestive mood of the individual. 
Whatever such manifestations may signify, 
the fact remains that the human seismo- 
graph is recording some mighty convulsions 
and tracing developments that appear little 
short of ushering in a new epoch. 

The times are certainly pregnant with 
tremendous change. Nations are breaking 
away from age-old moorings and conven- 
tions. There is intensive searching for new 
formulas of government and social justice. 
Royalty continues to topple from shaky 
thrones, thus sealing the fate of imperialism 
and the monarchical era. Since the close 
of the war the populations embraced by 
republics have increased from nine to 
seventy per cent. Those retaining the mon- 
archial form have decreased from ninety to 
thirty per cent. Closely interwoven with 
such political upheavals are problems of 
economic character. They are essentially 
international in scope and respect no geo- 
graphical boundaries. They demand com- 


mon acceptance rather than patent reme- 
dies with domestic labels. 

Slowly but surely it dawns upon American 
observers that the business depression from 
which our people are suffering is not exclu- 
sively of the home-bred variety, although 
attributed to speculative mania and pre- 
cipitated by the stock market collapse of 
the Fall of 1929. It is, indeed, more sym- 
ptomatic of conditions and maladjustments 
that prevail with varying acuteness in nearly 
all parts of the globe. It must be dealt with 
as such to insure genuine and lasting re- 
covery. Achievements of science and the 
annihilation of time and distance have knit 
the civilized world together by indissoluble 
ties. No single nation can enjoy prosperity 
or suffer reverse without repercussions and 
influences that spread far across its borders. 
No country may any longer claim to be 
self-sufficient or self-determinate in either 
the economic or political sense. 

Above the mass of confusing develop- 
ments and the groping for a new cosmos, 
there clearly comes a demand for the type 
of leadership which rises above purely do- 
mestic considerations. By reason of poli- 
tical heritage and as the foremost creditor 
nation, the injunction as well as the chal- 
lenge rests upon American initiative to 
break new ground in international comity 
and cooperation. This is practical because 
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here we have the richest of all countries, 
with unprecedented supplies of credit, gold, 
and productive resources impounded in cold 
storage and seeking active employment. Of 
all the strange contrasts in the composite 
picture there is nothing so anomalous as to 
see the United States sitting idly on top of 
bulging stores of wealth. Financial centers 
are surfeited with money and credit that 
goes begging at ridiculously low rates while 
most of the other nations are starving for 
want of capital. Bringing the contrast 
nearer home, where prosperity stubbornly 
refuses to come from its hiding place, the 
conclusion must be that there is something 
radically wrong and that the machinery of 
international exchange, of distribution of 
products and credit call for new parts and 
readjustments. 

Attempts have been made by artificial 
and other expedients to lift the American 
people out of the mire of depression by their 
own bootstraps. Thus far heroic measures 
have been without appreciable success. 
Stock market prices touch new bottoms. 
Commodity prices continue their descent. 
Corporations earnings are disconcertingly 
lower. The boldest of prophets and opti- 
mists hesitate to commit themselves as to 
panaceas or a change in the tide. The con- 
viction gains ground that this particular 
cycle is without precedent, not so much as 
regards intensity or persistence of the down- 
ward curve, but as to fundamentals and 
far reaching ramifications. 

When the speculative boom was in flower 
and the tocsin of prosperity blared into 
every ear, there was blissful disregard as to 
what was happening in other lands where 
the people envied our exalted estate. For- 
eign affairs were dismissed with a shrug of 
the shoulder as we blithely proceeded to 
stake out a Paradise and a “new era’”’ of 
our own contrivance. There was proud 
talk of being self-sufficient. When these 
delusions were rudely swept away the reali- 
ties of the situation slowly dawned to view. 
Now that liquidation has practically run 
its course and our own bad assets have been 
drastically marked down, it becomes evi- 
dent that something more is needed to sta- 
bilize business, adjust production and con- 
sumption and put our liquid resources to 
work. 

The answer is that the real stimulus must 
come by restoring confidence both here and 
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abroad. Wheels of industry, of trade, of 
marketing and finance must be set in mo- 
tion throughout the world. 


Finance, credit and trade will not flow 
freely through the highways of commerce 
unless concerted headway is made against 
economic barriers, political insecurity and 
erring nationalism. These are the artificial 
boundaries which nourish deep-seated en- 
mities between nationals, which defeat the 
cherished universal craving for interna- 
tional amity and prevent the wholesome 
exchange of business and culture. 
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SINCE THE ARMISTICE 

[’ JHE healthy influence which vigorous 
iT American leadership is privileged to 
command at this time separates it- 
self into two main divisions, 7. e., that ex- 
erted toward international economic re- 
storations and that which, by example, 
heartens those groups in Europe and else- 
where who are faithfully laboring for the 
preservation of political ideals in opposition 
to destructive social propaganda, factional 
furore and selfish nationalism. 

Nearly thirteen years have passed since 
the close of the war which was fought to 
“make the world safe for democracy,” to 
destroy militarism and to establish the 
basis for universal and enduring peace. 
What has transpired during the intervening 
years? The League of Nations has func- 
tioned from which this government with- 
holds its official support. The World Court 
has been established to which the United 
States has been denied admission by a stub- 
born Senatorial clique at Washington. 
Among the erstwhile companions in arms in 
Europe, the nations continue to regard 
each other with suspicion and distrust, pre- 
ferring to rely upon big armies and navies 
rather than peace treaties. The beacon 
lighted at Locarno burns with less radiance. 
On the Continent the familiar old weapon of 
diplomatic intrigue ‘Balance of power”’ is 
being again wielded with greater vigor than 
ever. Dictatorships and new faction-torn 
republics struggle to control public senti- 
ment. Glowering in the background and 
creeping underneath, through many slimy 
channels, there is the foment of social un- 
rest and revolutionary propaganda directed 
from Soviet headquarters to every quarter 
of the world. 
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INTERNATIONAL CHALLENGE TO 
AMERICAN INITIATIVE 


UCH was expected of President 
Hoover when he ascended office 

two years ago. The fact that such 
expectations were defeated by the stock 
market crash and due to causes of an en- 
tirely non-political nature, relieves the 
Hoover administration from any discredit 
as to the business situation. Nor can it be 
counted against the judgment and the skill 
of the Executive that his cooperative emer- 
gency plans and appropriation of large sums 
for public construction to relieve unem- 
ployment, have not had the desired result 
or measurably halted business depression. 
The difficulty is that economic precedents 
and past experiences are not controlling in 
the present situation and that thought and 
effort must blaze new and broader trails. 


Upon one point there is striking unani- 
mity among men of matured judgment, 
namely, that the crux of the existing world- 
wide depression is psychological. That is 
not a discovery. In the last analysis, it 
is the predominant feeling and disposition 
of the masses which lie at the bottom of all 
problems and solutions, especially those 
dealing with business and economic affairs. 
It is the thrill and ignition of confidence 
which supplies the motive power. It is lead- 
ership of vision and influence which directs 
the stream. Making due allowance for fac- 
tors that refuse to yield to temporary expedi- 
ents, there presents itself the greatest op- 
portunity ever offered an Executive of the 
United States to summon and marshal 
leadership of the kind that is needed today. 


How can leadership in this country assist 
and measure up to opportunities in straight- 
ening out international economic and poli- 
tical relations? First, a clear recognition 
on the part of the responsible leaders of 
finance, industry and commerce that pri- 
mary causes as well as the remedies for the 
present business depression are essentially 
international in scope and character. Presi- 
dent Hoover would be rendering the greatest 
service of his career by assembling into 
council these leaders. Far greater results 
would ensure from such cooperative en- 
deavor than derived from his emergency 
measures after the stock market break. 
From sucha super council might be expected 
to come clear diagnosis of the economic 
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problems which face this country in com- 
mon with others, leading to proposals of 
loans, credits and appropriate contacts 
abroad that would revitalize our idle stores 
of money, of gold and resources for credit. 


The world seeks today for some leader 
and for a tightening of morale. When the 
Allies faced defeat in the war, they turned 
to the American people for rescue. Today 
they again look to this country to lead the 
way to economic stabilization and, above 
all, to the defense of the ideals of represen- 
tative and republican form of government. 
And if the United States, with its abundance 
of available wealth, its high standard of gov- 
ernment and constitutional liberties, does 
not take the initiative, what other nation 
is there powerful or influential enough to 
raise the standard? The oceans that lie 
between do not render us immune or the 
less capable of uniting the forces of less fav- 
ored nations which struggle desperately to 
advance the material and moral welfare of 
their people. 





Sir Montagu Norman, head of the Bank of Eng- 
land (left) and Sir Ronald Lindsay, British Am- 
bassador, after calling upon President Hoover at 


Washington. Mr. Norman is said to have vis- 

ited the country in connection with a $500,- 

000,000 bank to extend long term credits to 

eastern European and South American govern- 
ments. 
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EXTERMINATING SOVIETISM 


N its dreams and audacious attempts 
at worldwide conquest for its malig- 
nant doctrines, Soviet Russia doubt- 

less regards the United States as its most 
formidable and securely entrenched poli- 
tical antagonist. It is not enough, however, 
to refuse any official or diplomatic relations 
with Moscow. Another type of American 
leadership now required at Washington is 
one that will uncompromisingly take up the 
gauntlet against the brazen and sinister 
invasions and crush Communism wherever 
it appears in this country. This would not 
only free our country from treacherous ele- 
ments but provide a most timely encourage- 
ment to those lands where Communism has 
secured a stronger and threatening foot- 
hold. 

We can do no better than to quote the 
stirring utterance of Surrogate Judge George 
A. Slater of Westchester county, New York, 
on the recent occasion of his induction to 
his third term of office, when he said: 


“We are threatened by the alien communist 
who comes here not to accept America, but to 
destroy it. They act with discontented inso- 
lence. They advocate hatred of God, destruc- 
tion of property, bloodshed and 2% world revo- 
tion. They have unleashed their radical and 
insidious methods to undermine our form of 
government. They work for and expect to 
change the life, habits and governments of the 
countries of the world. It is their justification 
or terror, cruelty and bloodshed. 


The communist threat is not trivial, 
serious. This is the time to stop all immigra- 
tion. This is the time to deport such alien 
enemies. Are you willing to sit idle and let 
such persons undermine our ideals of gov- 
ernment? The nation’s officials should start 
to destroy the canker of Sovietism. Why 
wait? Are we not ready to preserve what 
our fathers instituted? Why quietly attend 
upon the beginning of its disappearance?” 

To President Hoover is given this rare 
opportunity to vindicate American prin- 
ciples of government at home and abroad. 
The means are at hand without further 
legislative sanction. The Department of 
Commerce lists forty-four American cor- 
porations which have negotiated so-called 
“technical assistance contracts’ with the 
Soviet regime. These firms now have 
scores of our own citizens in Russia assist- 
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ing in the ‘‘Five Year Plan,” which has for 
its objective the overthrow of governments 
not in accord with Moscow. In New York 
City the Amtorg Trading Board, a purely 
Soviet contrivance, is operating openly in 
behalf of its masters. The dumping of low 
priced Russian products on all open markets 
menaces Our own export trade. 

If Russia is the avowed enemy of our 
form of government why should Americans 
who are aiding the Soviet policies by “‘tech- 
nical advice,” material or funds, be allowed 
to retain American citizenship? Why 
should corporations, responsive to orders 
from Moscow, be allowed to engage in oper- 
ations in this country? Why should we 
arm Russia against ourselves? The answer 
must come from Washington. 


To the average loyal American it may 
perhaps seem absurd and foolhardy for 


this country to mix itself officially or 


otherwise in the European mess, espe- 
cially when we have so many troubles 
at our very doors. But precisely as it is 


true and undisputed that we have a very 
immediate and direct concern in stabilizing 
international economic relations, so is it 
true that our own national welfare is influ- 
enced by conditions endangering social and 
political security abroad. 


7 o, 2, 
we 1 My 


OPPOSED TO ‘*‘TRADE AREA’’ 
BRANCH BANKING 


T is worthy of note that the report of 
the Economic Policy Commission of 
the American Bankers Association, 
presented at the recent spring meeting of the 
Executive Council, relative to proposed 
legislative changes in banking, accepts as a 
fixed policy of the Association the precise 
position taken in an article in the January 
1931 issue of TRust CoMPANIES by Charles 
F. Zimmerman, who defended the preserva- 
tion of the dual banking system at the last 
annual convention of the association. Mr. 
Hecht’s report also indicates that the “trade 
area”’ recommendation of Comptroller Pole 
is not likely to receive any further favorable 
consideration at the hands of the Economic 
Policy Commission. 

Mr. Zimmerman, in his article, vigorously 
affirmed the wisdom of recognizing state 
autonomy as against any attempt to legis- 
late branch banking in broad areas that 
ignore state rights and requirements. 
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PRIME NEED FOR UNIFORM 
FIDUCIARY ACT 


HILE holding no brief for the peculiar 
operations and relations of the in- 

solvent Bank of the United States of 
New York, which are now the subject of 
judicial inquiry, a recent ruling by Surro- 
gate Slater of Westchester county, growing 
out of demand by executors of estate funds 
held among the assets of the bank, empha- 
sizes the need of passing the Uniform Fidu- 
ciary Act in this state. Repeated attempts 
have been made by trust companies and 
others to secure the passage of this law, 
which has been enacted in a number of 
other states and has the approval of the 
American Bankers Association and bar as- 
sociations generally. 

The Uniform Fiduciaries Act relieves 
trust companies and banks from unwar- 
ranted responsibility in dealing with indi- 
vidual fiduciaries and corporation agents 
possessing power of attorney, particularly 
in the matter of cashing checks or accepting 
deposits. Under the present law the trust 
company or bank is charged with notice 
and is under obligation to protect itself by 
scrutinizing closely every act performed by 
the individual fiduciary or corporation agent 
under his power of attorney. The Uniform 
Fiduciary Act is designed to clarify these 
transactions and put the responsibility 
where it belongs, and that is upon the 
shoulders of the man who appointed the 
fiduciary or the principal giving power of 
attorney. 

The undue responsibilities imposed by 
present law and the courts upon trust com- 
panies and banks is given emphasis in the 
recent ruling by Judge Slater. In this case 
the Superintendent of Banks refused to 
turn over on the demand of two executors 
a balance of estate funds which had been 
deposited in a bank subsequently merged 
with the Bank of United States. The Super- 
intendent of Banks claimed that there was 
nothing to show that this deposit was made 
by the petitioning executors in the nature of 
a trust fund or special deposit. 


The text of Surrogate Slater’s ruling is 
published elsewhere in this issue of TRUST 
Compantes. He not only maintains that 
the banking institution is charged with no- 
tice that the deposits were equitable assets 
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of the estate and that trust funds do not 
lose their character as such by being de- 
posited in a bank, but that it is not necessary 
to enter into an agreement for a special 
deposit for trust funds. He ordered the 
funds restored to the executors. 

Granting that the manner in which the 
failed Bank of United States conducted its 
business was outside of the purview of 
sound or accepted banking practice, the fact 
remains that the responsibility on banks 
and trust companies to examine into every 
deposit or transaction with individual fidu- 
ciaries and accredited agents of corporations, 
is an injustice and imposition upon such 
institutions. As matters stand, it is up to 
the banking institutions to ascertain if there 
is any crookedness. 
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PRAISEWORTHY STEP BY DELA- 
WARE BANKERS 


HE lamentable toll of bank failures 
in the United States, which continued 

in somewhat diminished volume dur- 
ing the first quarter of the current year, 
would have been materially reduced but for 
the eagerness with which federal and state 
banking authorities have vied with each 
other in grinding out new charters. Analy- 
sis of bank insolvency causes reveals that 
one of the major weaknesses has been the 
lack of rigid control and exercise of sound 
judgment by banking authorites in bestow- 
ing charters upon irresponsible, incompe- 
tent and even unscrupulous men and often 
without any regard whatever as to whether 
additional banking facilities were needed in 
the community. 

The Delaware Bankers Association re- 
cently adopted a resolution on the subject 
which may well serve as a model for all 
other state banking associations to impress 
upon their respective bank supervisors. It 
reads as follows: 

“Resolved, That this association place 
itself on record as opposing the granting 
by the legislature of any new banking char- 
ter, unless its proponents affirmatively show 
a clear need for such banking service in the 
community in which it proposes to establish 
itself, and also show that they are able and 
ready to organize such institution upon a 
sound and safe financial structure at its 
start, so as to provide an ample margin of 
protection for its depositors.” 
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CALVIN COOLIDGE ON ‘‘ACCUMU- 
LATED WEALTH”’ 


HE will of the late Ella Wendel which 
distributes to charitable, educational 

and religious institutions the entire 
accumulation of nearly one hundred mil- 
lions of dollars worth of property acquired 
by the frugal habits of three generations of 
the Wendel family of New York, has called 
forth varying comment. Ignoring the fact 
that this huge estate is now released through 
channels of public welfare, much of this 
comment has been either of a critical or 
flippant nature. This reaction was doubt- 
less due to the peculiar reticence of the 
family, the vows against marriage imposed 
upon the Wendel sisters which leaves neither 
kith nor kin, and the mystery which sur- 
rounded the grim old Wendel mansion on 
Fifth avenue as an object of attraction to 
sightseers. To the end the descendants re- 
mained loyal to the last command of old 
John Wendel: “Buy, but never sell New 
York real estate.” 

A more truthful appraisal and deserving 
tribute to the manner in which the Wendel 
fortune was built up and of its final dispo- 
sition, is that expressed by former President 
Calvin Coolidge, in one of his daily syndi- 
cated letters, and which is quoted herewith 
through the courtesy of the New York 
Herald Tribune and copyrighted by the 
McClure Newspaper Syndicated. Mr. 
Coolidge writes from his retirement at 
Northampton: 

“Another epic so characteristic of our 
country has just been published in the will 
of the late Ella Wendel. She has left a fortune 
estimated at well over seventy-five millions of 
dollars almost entirely to charity. It took three 
generations of thrift, industry and intelligence 
to accumulate this property. Now it is to 
be distributed with the sole purpose of at- 
tempting to benefit the public. It goes to the 
people. 

“Under the laws and customs of the United 
States there is little cause to fear the power of 
wealth. Occasionally there are those who abuse 
it, chiefly to their own harm. It is difficult to 
find a great fortune that has been preserved 
through three generations. Not having to 
support a titled class, our wealth becomes dis- 
tributed by inheritance and bequest. 

“Accumulated wealth is one of the founda- 
tions of our progress. Distributed per capita, 
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it would be ineffective; in accumulation, it 
supports our industries, raises the standard of 
living and endows educational, religious and 
charitable institutions. Almost all the time 
we find it genuinely employed in the service 
of the people. The Wendel will only discloses 
in an emphatic way what is constantly being 
done in our country.” 

How true it is—especially in this land— 
that a destiny far more wise and human 
than any fashioned by human impulses or 
judgment, shapes the course of great accu- 
mulations of wealth. How often we see 
about us the evidence that the fruits of 
superior effort, achievement and ability to 
create wealth are dedicated not to a few 
favored offspring, but to the furtherance 
of education, science, social advancement 
and alleviation of the poor and distressed. 
Surely, in all such cases, the means are 
deserving of the end. By this process the 
power of wealth is not dissipated by aim- 
less bestowal or ineffectual per capita dis- 
tribution, but becomes a mighty vehicle for 
human and social progress. 

There was a time when John D. Rocke- 
feller, Carnegie, Russell Sage and many 
others became the targets of hostile criti- 
cism and attack, as wallowing in great for- 
tunes and ruthless in their acquisitiveness, 
while millions of their countrymen suffered 
poverty and want. Has not experience 
taught that such fortunes have served far 
better the higher claims of humanity than 
the transition and possibly profligate use of 
so much wealth in many hands, not to men- 
tion the inestimable contributions to the in- 
dustrial and material development of the 
nation’s resources wrought by our wealthi- 
est Americans. 

Calvin Coolidge’s brief tract possesses 
another valuable meaning. Without saying 
so in definite words, Mr. Coolidge pays tri- 
bute to the cardinal principles and the 
merits which underlie the performance of 
trust services. He certainly does not be- 
long to those who but recently voiced such 
alarm as to “‘trusteed wealth,” especially as 
administered by our trust companies. 

A law has been passed in the California 
legislature which makes a trust revocable un- 
less it is made specifically irrevocable by the 
terms of the instrument. Under former law 
a trust that did not specifically provide for 
revocability was considered irrevocable. 
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LIABILITY OF CORPORATE AND 
INDIVIDUAL FIDUCIARIES 


LTHOUGH the law nowhere differ- 
entiates as to liability of corporate 

and individual fiduciaries as regards 
handling of trust funds and disposition of 
estate assets, the variety of recent court de- 
cisions seems to indicate that surrogates 
and judiciaries hold different opinions, es- 
pecially where the trust instrument or will 
conveys broad powers of discretion. <A 
search of numerous decisions bearing upon 
trustee liability discloses the prime need of 
a restatement and codification of the law 
on the subject for uniform adoption which 
will more clearly define such liabilities and 
place less reliance upon the individual con- 
clusions of judges. All trust companies 
would heartily welcome such standardiza- 
tion. 

A recent decision of the Surrogate’s Court 
of New York county holds that an individual 
administrator will not be surcharged for 
failure to convert the decedent’s margin 
account into cash within four months of 
her death. While the decision of Judge 
Slater of Westchester County, N. Y., handed 
down some months ago in the Clark case, 
where the trustee of the estate was sur- 
charged for alleged failure to use due dili- 
gence in retaining certain stocks applies to 
investments, the same principle of “due 
diligence” enters into former case. Follow- 
ing closely upon the surcharge in the Clark 
case, the Surrogate of New York county, in 
the matter of Hall, held that a trustee will 
not be charged when, in good faith, it sold 
stock privately at a price below that at 
which this stock was subsequently dis- 
posed of. 


In the most recent decision, the estate 
consisted largely of stock held on margin. 
The market rose for four months after letters 
of administration had been issued to the 
nusband, but then declined suddenly and 
substantially in the stock market debacle 
of 1929. The heirs and next of kin attempted 
to surcharge the administrator with the loss 
to the estate which they contended was due 
to the failure to liquidate the brokerage 
account. 


In dismissing the petition, the Surrogate 
pointed out that an administrator is obli- 
gated to convert the assets of the estate 
into cash within a reasonable time. Just 


467 


what constitutes a reasonable time depends 
upon the facts and circumstances of each 
case. It is practically impossible to fix an 
arbitrary period within which the adminis- 
trator must act, since no two sets of condi- 
tions are alike. The guiding principle is 
that any action must be in the exercise of 
the same sound discretion, diligence and 
prudence which the ordinary intelligent 
business man would exercise under similar 


circumstances. 
> > > 


DEFINING BY STATUTE THE ES- 
SENTIALS OF PROPER TRUST 
INVESTMENTS 


PRAISEWORTHY suggestion re- 
garding the scope of investments 


legal for trust funds is contained in 
the paper presented by Robert Strickland, 
Jr., at the recent Southern Trust Confer- - 
ence. He suggests the enactment of a trust 
investment law adaptable to all states, 
carefully describing the entire field of trust 
investment, with due regard to highest in- 
vestment values, and prescribing fully and 
conservatively the standards requisite to 
their eligibility. He urges such standard- 
ization as a more satisfactory guide for the 
trust company of the future rather than the 
encouragement of unlimited testamentary 
authority which is susceptible to abuse and 
hazard, particularly when entrusted to 
insufficiently competent administration and 
thus bringing the entire fiduciary profession 
into disrepute or suspicion. Mr. Strick- 
land would also ostracize equity stocks from 
the legal field for the same reasons and to 
uphold the prime function of fiduciary ser- 
vice, namely, that of conservation of estate 
and trust funds rather than enhancement 
of value and income through adventure into 
speculative investments. 


Says Mr. Strickland: ‘‘t is not for the 
purpose of circumscribing the functions or 
limiting the initiative of well managed trust 
companies that such a proposal is advanced, 
but rather with the thought that they 
should in effect say to the public—this is 
our conception of proper investment limi- 
tations—out of our experience we propose 
these standards that trust administration 
may be uniformly safe and that the virtues 
of the able, well-informed trust company 
shall not be injured by the dishonesty or 
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the inability of the few.’ Mr. Strickland 
further suggests that such legislation is in- 
finitely preferable as coming with the spon- 
sorship of able trust leaders rather than 
prompted by the prejudices of unfriendly 
lawmakers. 

The proposal advanced by Mr. Strick- 
land is consistent with the growing demand 
for a greater degree of standardization of 
law governing trust administration and 
notably as regards trust investments. While 
practical requirements and availability of 
investments may differ in the various sec- 
tions of the country, the fact remains that 
the fundamental principals and demands 
for protection against speculative hazards 
are identical everywhere. There is no ele- 
ment so essential to the integrity and con- 
tinued success of trust administration than 
to preserve the highest possible standards 
as regards the portfolio of trust investments. 
This is especially true because of the large 
number of banks and trust companies which 
are entering upon this responsible field of 
service. 

@e?o¢ 


CONCENTRATING ON PERSONAL 
TRUST SERVICE 


N interesting departure in trust com- 
pany service will be inaugurated by 
the newly organized Fiduciary Trust 
Company which will shortly make its debut 
in New York. All activities and adminis- 
trative policies will be concentrated on per- 
sonal trust service and custodianships. The 
Company will not engage in commercial 
banking, assume no corporate trust respon- 
sibilities or merchandizing of securities, 
either directly or indirectly. Receipt of de- 
posits will be confined to accounts which do 
not involve lines of credit. The executive 
personnel, including as chairman of the 
board, Mr. Pierre Jay, former chairman of 
the Federal Reserve Bank of New York. 
and the character of the board of directors, 
are such as to assure a high standard of ad- 
ministration. 

The career of the Fiduciary Trust Com- 
pany will be followed with keen interest as 
evidencing a tendency to isolate the per- 
formance of personal trust service from 
other trust and banking functions and alli- 
ances. It will enable the management to 
devote exclusive attention to the handling 
of estates, testamentary trusts, living trusts 
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and custodianships. There is doubtless 
much to assure the success of such policy 
because of the broad scope and peculiar 
requirements which enter into personal trust 
service. There is likewise the advantage of 
devoting to each trust and account that per- 
sonal service which is so important an ele- 
ment in successful fiduciary performance. 


o, 
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EXECUTOR’S INVESTMENT IN 
SAVINGS ACCOUNT AND 
BANK STOCKS 


CORPORATE fiduciary acting as 
executor may deposit substantial 

sums belonging to the estate with its 
own savings department without making 
the same a special deposit and without being 
charged with commingling trust funds with 
its own and an estate is not bound to double 
liability on account of the purchase by the 
administrator of bank shares without proper 
authority or court order, that is the tenor of 
two recent decisions on investments by 
executors. 

In the first case, arising in California, the 
court distinguished between the act of an 
individual fiduciary who commingled trust 
funds with his own, in his own bank account 
and that of a corporate trustee which opened 
a savings account in its own savings depart- 
ment with trust funds. True, this does re- 
sult in a technical commingling of funds of 
the trust and those of the fiduciary, but the 
argument did not impress the court which 
held further that this conclusion did not 
create a discriminating preference in favor of 
bank trustees against other trustees. 


The second case arose in South Dakota. 
Here an administrator took bank stock 
under an assignment to secure a contingent 
liability of the state. The shares were 
transferred to her name on the books of 
the bank in her capacity as administratrix 
without a court order having been obtained 
to authorize the transaction. Since there 
was n° authority on the part of the adminis- 
tratrix to make an outright investment in 
such stock without a court order, the estate 
could not be subject to the double lia- 
bility attaching to the shares when the 
bank became insolvent. Those who dealt 
with her as administratrix were bound to 
know the limitations upon her authority to 
bind the estate. 
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GROWTH OF AMERICAN DIS- 
COUNT MARKET 


MONG all the changes advocated for 
the improvement of our banking and 

monetary system and to guard against 
recurrence of the evils of speculation, none 
is so generally acclaimed by the best judg- 
ment in banking circles than the develop- 
ment of the American discount market for 
acceptance bills as a substitute for money 
rates subject to the vagaries of a stock ex- 
change call loan market and the prominence 
given to call loans as secondary reserves. 

Apparently the prime lesson of the stock 
market collapse and the current period of 
business depression is being heeded, rely- 
ing not so much upon any radical revision 
of the Federal] Reserve Act as upon the 
creation of a broad market for bankers’ 
and trade acceptances. The recent retire- 
ment of the National City Company, the 
securities affiliate of the National City Bank 
of New York, from the business of distri- 
buting bankers’ bills, is significant of the ex- 
pansion in this field. Charles E. Mitchell 
explains the retirement on the ground that 
the acceptance market has now reached a 
point where it is no longer necessary for 
the National City Company to continue to 
deal in bills merely to help the market and 
to maintain a countrywide bill distributing 
organization. As the second largest stock- 
holder in the Discount Corporation of New 
York, the largest acceptance house in the 
country, the National City organization will 
continue active in the acceptance field 
through the former corporation. 

During the past two years the growth of 
bankers’ acceptances has been without par- 
allel in this country. Today there is a larger 
volume of acceptances outstanding in New 
York than in the London market, which 
was for many years the classic school and 
the leader in acceptance banking. The vol- 
ume of bills now outstanding in this coun- 
try exceeds $1,500,000,000. The importance 
to be derived from this relates not only to 
the creation of more liquid assets in bank 
portfolios, but also in the projection of 
American dollar acceptance into interna- 
tional trade and financing. As _ distin- 
guished from bankers’ acceptance bills as 
an instrument primarily for financing foreign 
trade, the trade acceptance for domestic 
use is also gaining increasing popularity. 


THE SOUTHERN TRUST 
CONFERENCE 


RUST service is rapidly acquiring 
larger stature in the South, and in 

keeping with the industrial and 
financial expansion and the increase in 
wealth. Within the past decade the number 
of banks and trust companies in the South, 
actively conducting trust department opera- 
tions has increased to a greater extent than 
during the entire previous period of trust 
development in that section. There are, of 
course, still a great many smaller communi- 
ties where trust service is not available and 
a great deal of education on the subject re- 
mains to be done. The degree of progress in 
the larger cities, however, affords assurance 
that corporate administration of estates and 
trusts in the South is constantly com- 
manding wider acceptance. 


The recent Fourth Southern Trust Con- , 
ference, held in the charming and hospitable 
city of Charleston, South Carolina, with its 
many historical points of interest, gave 
accent to the splendid and earnest spirit 
with which trust work is being developed. 
The proceedings and discussions reflected 
the eager quest for constant improvement in 
standards of administration, efficient sys- 
tems of operation, and modernization of 
laws, particularly those relating to invest- 
ments and taxation as affecting property. 

It is worthy of comment that in view of 
the unusual number of bank failures in the 
South as well as other sections of the country 
last year, that there is no official record of 
the loss of trust or estate funds in connection 
with such fatalities or suspensions. A survey 
of the growth of trust business in the South 
shows that in 1930 there was an increase of 
521% per cent. over 1929 in the number of 
times trust companies and banks in the 
South were named executors and trustees 
under wills. The South in 1930 also saw a 
tremendous development in the creation of 
living trusts. ‘There was an increase of 79 per 
cent in the number of living trusts estab- 
lished in the South in 1930 and an increase 
of 400 per cent. in the volume of funds repre- 
sented by this type of trust. For the coun- 
try as a whole there was an increase of 44 per 
cent. in number ana 67 per cent. in volume. 

Discussion and addresses presented at 
the Conference are published in this issue of 
Trust COMPANIES. 
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COL. AYRES SIGHTS HOPEFUL 
ADJUSTMENTS 


HAT business improvement continues 
along a tortuous and rather uneven 
trail is the substance of the current 
survey by Col. Leonard P. Ayres of the 
Cleveland Trust Company, who says: 
“Business improved during all of the first 
quarter. Nevertheless, the significant fact 
about business conditions at the beginning 
of the second quarter is that improvement, 
while real, has been only meager, and that 
symptoms of a vigorous upturn are lacking. 
The evidence that continues to accumulate 
indicates that the bottom of the depression 
has been reached, but as yet there are no 
trustworthy signs to show how far ahead 
that bottom is likely to extend. The three 
basic industries of iron and steel, building 
construction, and automobiles, have all 
shown increased production, but in each case 
the upturn has been slow and restricted. 
Movements of freight on the railroads are 
still at low depression levels. There have 
been signs of stabilization in wholesale 
prices, but they are not wholly convincing. 
“Suspensions and reduction of dividends 
have been exceptionally numerous. It is 
clear that most of the first quarter earnings 
reports will be poor. Credit is more than 
ample in amount, but decidedly timid, with 
the result that interest rates are low, but 
gilt edged bonds, blue chip common stocks, 
and high grade preferreds are distinctly 
high priced. Many bargains are probably 
available in stocks and in real estate, but 
investors are afraid of them. Agriculture 
is getting away to a hopeful start, with re- 
ports of considerable reductions in the acre- 
ages planted to those crops that were pro- 
duced in excessive amounts last year. In 
commerce and in industry, as in agriculture, 
the essential readjustments needed to meet 
_new conditions are much further along than 
they were at this time last year, and in that 
sense at least the outlook is more hopeful.” 
oo ¢ 


VALIDATING TRUSTEE SUCCES- 
SION IN MERGERS 


T the recent Spring meeting of the 
executive council of the American 
Bankers Association, General Coun- 
sel Thomas B. Paton described efforts to 
remedy the situation caused by the U. S. 


Supreme Court Worcester decision, holding 
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that in Massachusetts a national bank ab- 
sorbing a trust company did not succeed to 
an executorship held by the state institu- 
tion. A survey was made to determine the 
states requiring an amendment to the sta- 
tutes to meet this situation, disclosing that 
in California, Maryland, Michigan, Penn- 
sylvania, New Jersey and Utah no statutory 
change is called for, and that in Massachu- 
setts the legislature has no power to make 
the desired change. In eighteen states re- 
medial bills were introduced, becoming law 
in Alabama, Indiana, Kansas, Montana, 
Oregon, Washington, West Virginia and 
Wyoming, while other states are expected 
to take like favorable action. 
oo? 


CHANGING NAME OF TRUST 
COMPANY DIVISION 


T the recent spring council meeting of 
AN the American Bankers Association, 

Executive Manager Fred N. Shepherd 
presented a communication from the Trust 
Company Division, asking the Council to 
propose to the convention this fall an 
amendment to the Constitution of the 
Association, changing the name of the Trust 
Company Division to simply the Trust 
Division, so that the article shall refer to it 
as a “Trust Division whose scope shall em- 
brace all matters of interest to banks and 
trust companies.” This is in line with 
similar action proposed previously in respect 
to the Savings Bank Division. 

ae fe Se 
PLAGUE OF BANK FAILURES IS 
SUBSIDING 


HE epidemic of bank failures which 
prevailed last year in various sections 

of the country, and particularly in 
small and agricultural communities, shows 
marked signs of abating. The turn of the 
year has shown a decided reduction in the 
number of bank suspensions or insolvencies. 
In December last year there were 344 sus- 
pensions. In January of this year the num- 
ber dropped to 199, in February to 78 and 
March the total was 89. This is a distinct 
change for the better, showing that the 
drastic process of eliminating weak banks 
is about over. Another source of encourage- 
ment is the fact that a considerable pro- 
portion of closed banks have reopened for 
business while the merger and absorption 
movement continues most active. 




















A NEW TRUST PLATFORM 


RESTATEMENT OF BASIC FUNCTIONS 
OF CARE AND MANAGEMENT 
OF PROPERTY 


JAMES H. PERKINS 


President, City Bank Farmers Trust Company of New York 


(Epiror’s Note: Mr. Perkins lifts trust service out of its strictly vocational and com- 


petitive confines. 


He gives accent and new meaning to those responsibilities and oppor- 


tunities which crowd upon all who are engaged in trust work. To the somewhat stereotyped 
phrase “care and management of property” he imparts a significance to which all earnest 
trust men must be alert, not only because of the remarkable growth of trust business, 
the duties to testators, trustors and beneficiaries, but to the intelligent direction of trustee 


wealth as regards the social, economic and industrial progress of the nation. 


The entire 


trust company fraernity is indebted to Mr. Perkins for a timely and vigorous message 
which he conveyed in appearing recently before the Southern Trust Conference.) 


HE growth of trust business during 
the present century has been  phe- 
nomenal, especially since the Federal 
Reserve Act granted trust powers to national 
banks. The prosperity of the past decade 
has also been an important factor. 
Because we have moved ahead so fast 
in recent years, it Seems to me wise for us to 
stop at this point and take account of stock. 
The time has certainly come when we ought 
to give the most serious thought as to how 
we are carrying out the responsibilities 
which we have undertaken. The present 
condition of the country is giving our 
methods a thorough test, and we ought to 
consider well how we are meeting it. Ver- 
haps of even greater importance is the study 
of our position in relation to the problems 
that will come to us as a result of the great 
development that I believe will occur in the 
trust business during the next ten or twenty 
years, 


Enduring Quality of Trust Service 


Aithough trust companies have seen their 
greatest growth in modern times, there have 
been corporate fiduciaries in existence for 
many years. In fact the first trust company 
in this country was incorporated over one 
hundred years ago, on February 28, 1822. In 
spite of its title of a fire insurance and 
loan company, its directors early saw the 
importance and significance of the trust 
functions granted to them by their charter 
and in their first announcement to the pub- 


lic they devoted approximately eighty per 
cent of the space at their disposal to the 
trust rather than the insurance service which 
they offered. The trust platform in this first 
public announcement reads as follows: 

“The public will readily perceive that the 
advantages of this company to protect prop- 
erty for the benefit of orphans or others, 
or to answer any special purposes, either 
of public or private nature, are far greater 
than those of any individual executors, or 
other trustees, who are always liable to cas- 
ualties which no foresight can guard against: 
—as the numerous and frequent applications 
to the Court of Chancery for filling up of 
vacancies occasioned by death, insolvencies, 
and other causes, most incontestably show ;— 
and the expense of such proceedings often 
swallows up a great part of the TRUST 
estate. By placing such property in the 
charge of this company which have continued 
succession, there can be no danger whatever 
of any such casualties; as all such property 
will be invested either at discretion, in the 
most beneficial manner, for the sole advan- 
tage of the party conveying the same, or in- 
vested as the party may direct, within the 
strict provisions of any such trust.” 

There can be no question of the sound- 
ness of this statement not only in 1822 but 
today as well. One hundred years ago the 
courts were full of cases where loss had 
been occasioned to estates and trusts due 
to the death, illness or dishonesty of the 
individual fiduciaries. We all know that 
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the same misfortune can and does happen 
today and that the permanent character of 
a trust company can be an inestimable safe- 
guard. 


Facilities for Efficient Trust Organization 

During the nineteenth century the devel- 
opment of the trust business was slow, but 
with the turn of the century changes in 
conditions accelerated the growth.  Intrica- 
cies of procedure, legal and otherwise, tended 
to deter individuals other than lawyers from 
undertaking trusts. The organization of 
trust companies permitted them to take care 
of the mechanical and secretarial features 
of trust administration much more readily 
than individuals, and lawyers found, as time 
went on, that there were distinct advantages 
to themselves as well as to their clients 
in having trust companies attend to these de- 
tails, leaving only the truly legal questions 
to attorneys. 

The first trust platform announced in 1822 
emphasized continuity and the ability of 
the corporate fiduciary to properly satisfy 
the courts as well as the creator and the 
beneficiaries of trusts. It seems to me that 
the trust companies of the country have 


stressed these phases of trustee’s work and 
along with it they have emphasized the de- 


velopment of trust business. It cannot be 
gainsaid that trust companies carry out 
their mechanical operations with real ability 
and efficiency and are alert to organize and 
install new methods as they are developed. 
If any trust company or trust department is 
not efficiently run in this respect, there is 
no reason why it cannot be. 

The Trust Company Division of the Ameri- 
“an Bankers Association has undertaken 4 
series of educational programs which have 
been of the utmost value. Members of the 
Association owe a great deal to the com- 
mittees which have worked on the various 
problems that have confronted trust com- 
panies. It is possible today for a new trust 
company or bank which desires to install a 
trust department to obtain from the Associa- 
tion all the necessary information as to how 
to set up and run their books, how to man- 
age their vaults, how to install cost systems, 
ete., ete. At least one-third of the addresses 
at the Twelfth Midwinter Trust Conference 
held in New York last February related to 
these subjects and nothing but the highest 
praise is due those who have made this effi- 
ciency of operation possible. 

Ways and means of promoting trust busi- 
ness are also an important topic of con- 
versation at all gatherings of bankers. An- 
other third of the addresses at the recent 
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Trust Conference in New York were devoted 
to this subject. Trust company men have 
freely interchanged ideas on developing busi- 
ness and have made their opinions available 
to all. 


A New Trust Platform of Management 

So it seems to me that since the beginning, 
the trust organizations of the country 
have constantly and ably developed their 
industry—if it may be so called—along the 
lines of effective operation, technical ad- 
ministration and promotion. This is all to 
the good, but I believe that there has not 
been sufficient stress laid on the true funda- 
mental of trust service—the care and man- 
agement of property. Many of my friends 
in this business, as well as my associates 
and I, believe that the time has now come 
when we should state what might be called 
a new trust platform—a restatement of our 
reasons for existence with emphasis on our 
basic function. 

A fiduciary relationship, regardless of the 
legal form it takes, is one of the most sacred 
relationships known. I believe that no man 
and no group of men—called an institution 
or a trust company if you like—has the right 
to accept a trusteeship if that man or that 
group of men has any idea senior to the 
thought that he, as trustee, must always 
care for and manage the property entrusted 
to him solely for the benefit of his trust and 
the people related to his trust. The group of 
individuals who accept the sacred relation 
ship of a trustee must not let any other 
phase of business, whether it be for their 
own individual profit or for the profit of 
their stockholders, take precedence over the 
business of effectively caring for and manag- 
ing the property of trusts for the benefit of 
the trust and the beneficiaries of the trust. 
Their interests can never be adverse to the 
trust but must always be identical with its 
well-being. They must realize that the trust 
business means the care and management 
of property first and they must openly recog- 
nize that although property is cared for and 
managed by trust companies today under 
various and sundry forms for the purpose 
of obtaining different results for different 
people, the management and care of that 
property come first. 

It is immaterial whether the form of 
mechanics under which property is managed 
is through a will or deed or agency account 
or some other contract. We are asked to take 
over property either because the donor be- 
lieves we are more competent to handle it 
than he is himself or because he trusts us 
to look after the interests of his family after 
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he is dead. We may know all about how to 
persuade a man to create a trust with us, 
to safeguard his securities in our vault, to 
collect and pay the income as directed in 
the trust instrument and to file a formal 
accounting at the termination of the trust 
estate, but if we do not know how to manage 
the property entrusted to our care, all our 
elaborate mechanical structure will go for 
naught. In this sentence I have tried to 
state briefly the real thought of my talk. 


Must Not Claim Superhuman Qualities 

Partially due to the fact that the men who 
are handling these trusts are connected with 
finance, and partially due to the competitive 
advertising which has been done, the public 
at large credits us with a more profound 
knowledge and greater skill than it 
sible for us to possess. In 


is pos- 
consequence we 
must be very careful in the statements that 
we make about what we can accomplish in 
this line. This is a difficult matter to control 
because men who are competing for busi- 
hess, and particularly young men who re- 
gard their success entirely by the amount 
of trusts that they bring in in any one year, 
are apt to lack conservatism in their state- 
ments, and be unduly enthusiastic about the 
results that will be accomplished by their 
organization. It is hard for many men to 
realize that the grief that comes in their 
work often takes years before it shows up. 

As a representative of the oldest trust 
company in the country, I am in a position 
to see how troubles can materialize, and to 
assure you that the difficulty of taking ac- 
tion that will prove wise over a long period 
of years is great. It is impossible for the 
trust officials of the country to be always 
right, of course, but I believe that it is pos- 
sible for them to produce results that will 
average a good deal better than those which 
are achieved by the individual acting either 
for himself or as trustee for other people. 
If this is not possible, we are not justified 
in appealing to the people for their 
dence. 


confi- 


Effect of Economic Changes on Trust 
Departments 

Years ago it was the habit of all trustees 
to take funds and invest them solely in high 
grade government and railroad bonds and in 
mortgages. The idea was that this was the 
surest way of conserving the property and 
that any venture into other forms of securi- 
ties such as common stocks was nothing but 
rank speculation. Strangely enough, it 
turned out over a period of years that these 
investments in fixed income bearing securi- 
ties were not entirely free from speculation 
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themselves. Professor Irving Fisher has 
pointed out that in the last thirty years the 
purchasing power of the dollar has decreased 
enormously so that the dollar in 1920 bought 
about one-quarter of what could be pur- 
chased with the same dollar in 1896. The 
result was that the good 4 per cent railroad 
bonds which had been placed in trusts at 
approximately their par value early in the 
century, by 1920 yielded an income the 
purchasing power of which was greatly re- 
duced. Even in 1931 despite the drop in 
commodity prices, the purchasing power of 
the dollar is still very much less than in 
1896. This has been due to changes in busi- 
ness and economic conditions not only in 
this country but throughout the world. The 
trustee who did not recognize these changes 
and the trustee who was not able enough to 
change his policy of investment to meet such 
changes has failed in his obligation to his 
trust. 

None of us can possibly know for certain 
how conditions will change nor can we be 
absolutely sure when it is the right time to 
buy long term bonds or short term bonds or 
mortgages or preferred stocks or common 
stocks; nor can we definitely tell when it 
would be most advantageous to lend property 
in our care to any particular industry or to 
place it in any one enterprise as a partner. 
We do know, however, that the principles of 
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diversification and constant review, in so far 
as proportions and the individual items are 
concerned, will over a period of time produce 
satisfactory results. Experience would lead 
us to believe that the ideal policy is to di- 
versify trust investments both as a lender in 
various types of bonds, as a special partner 
in certain preferred stocks and as a general 
partner in certain common stocks. This plan, 
plus the ability to study each item constant- 
ly and to shift the proportions with chang- 
ing economic and money conditions, seems to 
produce a sound and elastic investment for- 
mula. Naturally, the ideal result can only 
be approximated but the more flexible our 
policy the more closely we should be able 
to reach it. 

I also think we will all agree as trust 
men that to do our management job prop- 
erly we have got to be able to give the same 
quality and character of management to the 
smaller trust fund that we believe we are 
able to give and in many instances have 
given to a very large amount of accumu- 
lated wealth. If we know that it is best 
for the smaller amount of wealth to be 
managed exactly as the large fortune is man- 
aged, it is up to us to give that management 
if it can be given. 


Commingled Trust Funds 

There is no question in my mind but that 
this can be done. In fact it is being done 
today by at least six trust companies through 
varying types of commingled funds. What 
set-up of such a fund is the best is largely 
a question of mechanics and local law and 
it is not my purpose today to discuss those 
subjects. But these six or more trust com- 
panies are achieving results today. By 
mingling the funds of small trusts for the 
purpose of investment they are definitely able 
to give these trusts both broad diversifica- 
tion and constant study and work by the 
best brains they can command. In this man- 
ner a smaller trust is managed exactly like 
a large one, because for investment purposes 
it becomes part of a large one, and all the 
disadvantages of the segregated trust are 
overcome without in the least affecting its 
independence as a separate entity. 

One of the best features of the mingled 
fund is that it does not imply the slightest 
change in the investment policy of the trust 
company which adopts it. Although most of 
such funds now in existence give the man- 
agement the broadest discretion in making 
investments, there is one that I know of that 
is specifically limited to “legal” bonds. There 
is another that is confined to common stocks. 
In some states the mingling of trust funds is 


authorized by statute and in those communi- 
ties trust companies have been very success- 
ful in mingling mortgages. In brief, the 
mingled fund can be made to fit almost any 
preconceived investment theory. I think that 
it is only by adopting this idea that trust 
companies are going to put themselves in a 
position to meet the constantly growing de- 
mands upon them. 


Applying Insurance Principle to Trusts 

In fact, it would seem logical that this 
should be the case. History points to it. The 
progress of insurance companies in the last 
twenty-five years has been nothing short of 
phenomenal. They were at a low ebb after 
the Hughes investigation in New York, both 
as to their own morale and as to the good 
will of the public. What has caused the 
change to their present position of success 
and confidence? Partly, of course, the fact 
that they sell a most important and valuable 
service, but more than that, I believe, be- 
cause of their capable management. And 
this management is based on the insurance 
principle of spreading the risk. They have 
been able to diversify their investments be- 
cause they are large and they have become 
larger because their ability to diversify 
brought public confidence. 

I think we must apply the insurance prin- 
ciple to our trusts. It can be done through 
commingling. It will result in the best pos- 
sible service to the people and will increase 
their confidence in our ability to handle their 
property ; and, incidentally, public confidence 
is the best new business department any of 
us can possibly have. 


Social and Economic Relations of Trusteeship 

There is another phase of our problem 
that has long given me much concern. VTer- 
haps I can best express it in this way. It 
seems to me that the very word “Fiduciary” 
and everything that that word means repre- 
sents capitalism. Our first thought is the 
care and management of that property for 
the benefit of our trust. In properly carry- 
ing out that obligation we are bound to find 
ourselves involved in an obligation to so- 
ciety. If the power which we have acquired 
through ownership is not directed through 
the proper channels that very property which 
has given us such power may suffer with a 
resulting loss to the beneficiaries and the 
remainder interests of our trusts. 

I cannot doubt that there are many indus- 
trial and other companies in this country 
Whose securities are held in such amounts 
by corporate fiduciaries that the latter rep- 
resent a highly important minority if not 

(Continued on page 572) 
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(Eprror’s Nore: David Friday is an economist whose views and conclusions are fol- 
lowed with keen interest, especially by bankers. He has the knack of prophecy which 
is confirmed by subsequent events. In this article he dwells upon the three fundamentals 
of readjustment to restore prosperity. They are: (1) The field of prices; (2) costs of 
production; (3) interest rates, especially on long-time funds. His conclusions are refresh- 
ing at a time of doubt and general hesitation.) 


VERY major business depression pre- 

sents the economist and financier with 

two difficult problems. ‘The first of 
these is to explain the causes of the debacle ; 
and the second, to describe the process by 
which we are going to get out of it. It is 
always puzzling to see why a period char- 
acterized by large production, good profits, 
employment for everyone and business op- 
timism, suddenly changes into a_ situation 
where men who are willing to work cannot 
get jobs, where profits are unsatisfactory, 
and where pessimism and gloom fill_the in- 
dustrial community. Every period of de- 
pression presents this enigma. The one in 
which we find ourselves at this moment has 
heen particularly puzzling for the reason 
that many of the signs which usually indi- 
cate that prosperity has bred depression were 
absent in the spring and summer of 1929. 
Back in 1920 all the signs of a coming crisis 
had been in evidence; but this time the econ- 
omic danger signals were lacking, for the 
most part. We know now that many of the 
most serious causes of this situation in which 
we find ourselves were not economic but 
political in their nature. They were largely 
fortuitous, and brought in their wake econ- 
omie and financial consequences which con- 
stituted a major slump in business. 


At the Bottom of the Trough 

Now, after eighteen months of decline, we 
find ourselves at the bottom of the trough. 
Industrial production has fallen thirty-five 
per cent from the peak which we reached 
in the summer of 1929, and factory payrolls 
are down in like degree. There is also a 
good deal of unemployment in the building 
trades, in mines and on railroads. Now people 
are wondering how full prosperity can be 
restored. In fact, many persons are puzzled 
to see how real prosperity can return for a 
long time to come. Obviously, if labor is 


unemployed and is not receiving wages, the 
laborer and his family cannot buy goods. 
And if there is no one to buy goods, how cau 
demand revive? 

We have been told repeatedly, especially 
by bankers, that the period before 1929 was - 
characterized by great over-expansion of fa- 
cilities and by overproduction. If this is 
true, they say that industry will not revive 
through the building of new factories and 
plants. It is easy to make a perfectly logical 
argument for the proposition that we are 
caught here in a situation which will tend to 
perpetuate itself almost indefinitely. Let us 
console ourselves, however, with the histor- 
ical fact that the same arguments have been 
brought forth in every major depression, 
and that we have never failed to rise to new 
high levels of production within a relatively 
short period after these have passed. It 
may be some comfort, too, to remind oneself 
that often the machinery of logic works just 
as perfectly when it is going in the wrong 
direction as when it is headed in the right. 


Fundamental Adjustments Which Must Occur 

What are the fundamental readjustments 
which must occur in order to bring us from 
depression to prosperity, to replace hard 
times with good? They are primarily three: 
The first takes place in the field of prices; 
the second, in costs of production; and the 
third is in interest rates, especially those on 
long time funds which are procured through 
the sale of mortgages, bonds, and other se- 
curities. If we trace the readjustments that 
arise inevitably when demand has fallen off 
and unemployment has appeared, whatever 
the cause may be, we shall be able to under- 
stand our present situation a little more 
clearly; and we shall be in a position to 
chart our course somewhat more confidently 
for these months of revival which are ahead 
of us. 
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In the Field of Prices 

In the field of prices, the slackening of de- 
mand which ushers in business recession 
brings about first of all a fall in raw mate- 
rials. In fact, the present decline of busi- 
ness began largely with a buyers’ strike in 
just these commodities. For some years pre- 
vious to the boom of 1929, there had been 
great activity in the organization and main- 
tenance of price pools. Rubber was one of 
the first. There were also pools in copper, 
coffee, sugar, silk, wool, tin, wheat and cot- 
ton. Besides these there were minor ones. 
The prices which these organizations tried 
to maintain were stimulating production be- 
yond the volume which demand would absorn 
at such high levels. Presently, buyers here 
and abroad grew distrustful and suspended 
their purchases or postponed them. They ex- 
pected a fall later, and they were right. 

The raw material group of commodities 
has fallen 26 per cent during the last eigh- 
teen months. If those items be singled out 
in which stabilization pools were operating, 
the decline is around 50 per cent. The fall in 
‘aw materials is now completed. Most of 
them are down to a point where their pro- 
ducers can realize hardly any profits. In 
many cases they are being produced at a loss. 
This always happens to basic material in 
times of depression, and when they get down 
to this level the first stage of the readjust- 
ment is completed. In 1920, the raw mate- 
rials group in the Bureau of Labor Statistics 
index number fell from 166 to 81; it reached 
that point in the summer of 1921. From that 
time on business revived gradually, and by 
the spring of 1922 production has risen 25 
per cent from its lowest point. 

This downward trend of prices is accom- 
panied by a similar one in finished products 
at wholesale. These fall more slowly than 
the first group. Then years ago they con- 
tinued their decline for six months after 
raw materials had turned up and were ad- 
vancing slowly. We are still in this down- 
ward readjustment for manufactured prod- 
ucts. They have already fallen 18 per cent 
and the decline will probably continue until 
late spring at a reduced pace. 

Finally, the prices of goods at retail de- 
cline. ‘These fall somewhat less than either 
of the other two groups and they usually 
reach their bottom still later. We have been 
in the process of readjusting these prices 
downward, and so lowering the cost of living. 
When this has been accomplished, the money 
income of the people—even though it is re- 
duced—will buy more product than it did 
during the early stages of the depression 
when people had already found their income 


curtailed by unemployment, while the cost 
of living had fallen but little. In those ear- 
lier months of a depression this disparity 
between incomes and prices leads to a sharp 
curtailment in purchases; it is accentuated 
by the fear of unemployment and uncertainty 
generally, which leads even those whose in- 
comes have not been reduced to spend less 
and save more. 


Money Incomes of the People 

It should be noted in passing that the 
money incomes of the people as a whole do 
not fall as much as the decline in produc- 
tion and in factory payrolls might lead us 
to believe. Large parts of the population do 
not have their income reduced at all. Thus, 
dividends are reduced relatively little in most 
periods of depression. In 1930 they have 
been practically as large as the previous 
year; and even in 1931 they will be not 
more than 10 per cent under the peak figures 
of 1929. The employees of governments, fed- 
eral, state and local, including the teach- 
ers in public schools and colleges, suffer no 
reduction in income. Pensions and similar 
payments are the same. The payments of 
annuities, matured endowments and death 
claims by life insurance companies are not 
affected by business slumps. Interest on 
bonds and mortgages remains stable. Rents 
are but slightly reduced, at least in the first 
year of depression. It is doubtful whether 
the money income of the people, as distin- 
guished from corporations, is off as much as 
15 per cent, even in the worst periods such 
as we have experienced during the last three 
months. 

As has already been noted, purchases are 
off more than this during the earlier months 
of a depression, because of the more strenu- 
ous efforts which people make to save out of 
such income as they have. But when prices 
have fallen and people have used up in some 
measure the stocks of clothing and other 
commodities which they had accumulated 
during the flush period, buying picks up. 
Even if people spend no more dollars than 
before, the volume of goods moved becomes 
greater and production cannot continue at 
a level thirty-five per cent below the peak if 
it is to meet the demand of consumers. This 
results in an increase in industrial activity. 
This, in turn, means increased employment 
both in manufactures and in the production 
of raw materials. Thus comes the first stages 
of the business revival. 


Have Entered Upon First Stage 
We have now entered upon that stage. 
With reduced retail prices and depleted in- 
ventories, production will mount gradually 
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throughout 1931. By December of this year 
the volume of industrial output should be 
25 per cent larger, at least, than it was in 
December, 1930. According to the Federal 
Reserve index of physical output, productive 
activity had fallen from an average of 124 
during the six months from April to Sep- 
tember, 1929, to 82 in December, 1930. A rise 
of one-fourth from that point would bring it 
to 105 at the close of this year. That would 
still be far from boom activity: in fact, it 
would be a full 10 per cent below normal. 
But it would make a great difference in the 
general psychological state of the community. 
The mere fact that employment is picking 
up once more will make people more ready 
to buy goods, and will accelerate the recovery 
when once it is started. 

It will remove the doubts of investors, too, 
as to the soundness of the bonds of corpora- 
tions and as to the maintenance of dividends 
on their stocks. The result of this will be 
rising security prices in both the bond mar- 
ket and the stock market. Since everyone 
feels himself better off when securities are 
rising than when they are falling, this situa- 
tion will further stimulate consumer buying, 
especially in durable luxury goods. 

What has been said here about the con- 
tinued decline in manufactured products and 
in retail prices will raise a question-as to 
the future of profits. But profits will be 
maintained at satisfactory levels even aft 
these lower prices. An increase in produc- 
tion such as has been here suggested will 
give us an average industrial output for 1951 
just about equal to that of last year. The 
difference will be that while in 1930 we ex- 
perienced a gradual reduction of output from 
105 at the beginning of the year to S82 at the 
close: we shall, during 1931, have a rise from 
82 at the beginning of this year to 103 at its 
close. If this prediction is realized, profits 
will be better this year than they were last. 


Production Readjustments 

For while prices have been moving down- 
ward, another set of readjustments has been 
taking place. Costs of production have been 
falling. This is in part due to the decline in 
riuw materials which has already been de- 
seribed. The manufacturer began the year 
1930 with the materials which had been pur- 
chased some months before the opening of 
that year. He entered this current year with 
inventories which were acquired practically 
at the bottom of the price move. His labor 
costs, too, have declined materially. This is 
not due so much to the reduction of wages, 
although there has been more of this than 
is generally believed or than 


mere wage 
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rates indicate; but rather to the great in- 
crease in the efficiency of labor and of man- 
agement which has taken place during the 
last eighteen months and which is still con- 
tinuing. Overhead costs, too, have been 
drastically reduced, and commercial credit 
for the merchant and manufacturer 
less. 

This set of readjustments in production 
costs places the manufacturer in position 
where any increase in demand will at once 
call forth larger production without raising 
prices. The American manufacturer can make 
money at these prices, if only he 
volume. 


costs 


an get 
With the downward readjustments 
in costs, the economic balance of the business 
machine has been restored and it can run 
at full speed on the new and lower price 
level. 


Lesson of the Past Decade 


The history of industry during the decade 
1920 to 1929 furnishes a remarkable example 
of the manner in which costs are readjusted ° 
downward through increasing efficiency ; and 
of how profits can be maintained in the face 
An example or two may 
reinforce this observation. The year 1929 
marked the peak of profits for the ten-year 
period, yet the price level of industrial com- 
modities (all commodities other than farm 
products and food) averaged only 94. In 
1920, the price level had stood at 161. Profits 
in that year for all manufactures were only 
two-thirds as large as in 1929. The answer 
to the puzzle is found in the fact that the 
volume of output had risen from an average 
of ST in 1920 to 119 in the latter year. Fac- 
tory payrolls, on the other hand, had fallen 
from 118 in the former year to 107 in 1929. 

Still more striking, perhaps, is the fact 
that profits in the manufacturing industry 
for 1930 were fully as high as in 1920. Prices 
during 1930 averaged only 85 for finished 
products as against 161 for 1920. But the 
production index stood at 95 as against 87 
in 1920, and payrolls were down to 87, com- 
pared with 118 in the earlier year. It is 
clear that profits depend much more upon 
high efficiency and large output than upon 
high price levels. 


The Third Stage: Interest Rates 

The final readjustment which is needed to 
restore prosperity must come in the cost of 
new capital. A thoroughgoing revival in 
business never comes until funds for long- 
time investment are abundant and cheap, 
that is, until you have an active and rising 
bond market. We have had three great bond 
markets in this country during the post-war 
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period. The first came in 1921 and lasted 
until the beginning of 1923. Another started 
in the spring of 1924 and ran through 1925. 
The third began early in 1927 and culminated 
in the spring of 1928. Everyone of these 
bond markets coincided with a great increase 
in business activity and helped bring about 
prosperity after a period of depression. 

At this time prosperity is hampered and 
the industrial machine of the world is stick- 
ing on dead center because we lack a market 
on which bonds can be sold in large volume 
at rising prices. Why is it necessary to have 
a good bond market in order to bring busi- 
ness revival? The greatest decline in indus- 
try has not been in the production of foods, 
and most of the other things which people 
buy to maintain their daily life. It has 
been most pronounced in those industries 
that manufacture durable goods—goods which 
require time in order to get their use out 
of them. They are houses, automobiles, ma- 
chines, industrial plants and the raw ma- 
terials which are needed for the construction 
of these things, such as iron and steel, cop- 
per, rubber and the other metals. 

These are what the economist calls “eapi- 
tal goods.” It is the production of this type 
of thing which gives rise to the demand for 
funds at your bank and in the bond market. 
When a man buys food and clothing for his 
family he commonly pays for these out of 
his current income; five-sixths of all his in- 
come will be spent for these things that are 
necessary to maintain his customary stand- 
ard of living. But when he decides to build 
a house he does not pay for it out of the 
income which he receives during the year in 
which he builds it. The average man will 
spend on a house about twice his annual in- 
come and about ten to fifteen years of his 
savings. Obviously, he cannot finance that 
out of his income; he must borrow capital 
to do it. Automobiles are in the same gen- 
eral category, although they are not as ex- 
pensive relatively to his income as is his 
dwelling. The same is true of machines for 
factories, locomotives and equipment for rail- 
roads, and electric light and power plant. 
In order that these may be built, someone 
must consent to save his income rather than 
spend it, and wait for the future for his 
return. 

Now it is just these capital goods which 
we have not been producing during the past 
year. It is the workmen and the firms that 
have been engaged in this line of industry 
which have been unemployed. They wilil 
never revive thoroughly until there is an 
abundant supply of capital at cheap rates of 
interest. Such a bond market is now in the 
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and it will be strong and sustained 
the remainder of the year. 


making 
during 


Capital and Credit 

Several things have happened in the last 
year to spoil the capital market. The Ameri 
can people have saved enough so that we 
might have had a good bond market. A re- 
vival in the capital market was started in 
the spring of the year; but from June to 
September certain political occurrences in 
the world shook the faith of the investing 
public in foreign bonds, at least. Peru, 
Bolivia, Argentina and Brazil—all had revo- 
lutions between June and October. The sue- 
cess of each one seemed to stimulate the 
next. Our people are heavy investors in 
South American bonds. Germany was un- 
settled both politically and financially from 
July to December, and Australia was in fi- 
nancial difficulties. These developments 
greatly depreciated the quality of the credit 
of these nations for the time being at least. 
All of these nations needed capital with 
which to buy the materials needed for the 
construction of durable goods. Because of 
the political situation, they were not able to 
procure it from us. 

This deterioration in the quality of credit 
of the world has been one of the causes 
which accentuated the price decline for com- 
modities and the decrease in demand. The 
world stands most sorely in need today of 
events which will improve the quality of the 
credit which these nations and their citizens 
have to offer us. During recent weeks there 
is evidence at last that this improvement has 
come, 


Bond Market and Bank Failures 


The other thing that happened to interfere 
with the bond market was the epidemic of 


bank failures that struck us in November 
and December. Prudence, and the desire for 
liquidity which came with it, led many banks 
to go out and sell their bonds. This resulted 
in a veritable panic in the bond market dur- 
ing December. As we get over the hesitation 
and suspicion caused by these occurrences, 
we will have a good bond market and a thor- 
ough business revival. We have reached the 
turning point in bonds and it is reasonable to 
expect that the rise in bonds will continue 
from nine to twelve months. It would net 
be at all surprising if in that market first- 
rate bonds of the type which are included in 
the Dow-Jones index will see a level of prices 
higher than they reached in 1928. The same 
sort of forces are at work now in the bond 
market which were present in 1921, 1924 and 
(Continued on page 600) 
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L. H. ROSEBERRY 
Vice-president and Manager, Trust Department, Security-First National Bank of Los Angeles, Cal. 


(IEpIToR’s NOTE: 


A short cut to establishing sound relations between trust companies 


and members of the bar is that successfully conducted by the bank with which the author 


is associated. 


The experience cited herewith proves that attorneys welcome and appre- 


ciate receiving for their professional use books containing approved and revised sets of 


forms in the preparation of wills and trust instruments. 


This represents in no sense an 


encroachment on “legal practice’ but a service which enables lawyers to familiarize them- 
selves and keep up-to-date in the essentials of drawing testamentary and trust documents 
while at the same time assuring sound administration and saving of time and avoidance 


of litigation. ) 


OOD legal forms, seasoned and ad- 

judicated when possible, are to the 

lawyer what good tools are to the 
skilled artisan. They are professional instru- 
ments vitally necessary to the efficient rendi- 
tion of legal service. The care with which 
legal clauses are used to express the intentions 
of parties to contracts, is often the measure 
of a lawyer’s ability and success. Nothing 
can minimize chances of error and inept 
language more than the use of carefully pre- 
pared and, where possible, standardized le- 
gal clauses. Nothing can more successfully 
economize the time of the busy lawyer.” 

This is the first paragraph of the preface 
of the second edition of ‘Forms of Wills and 
Trusts for the Use of Attorneys-at-law,” as 
published by the trust department of the 
Security-First National Bank of Los Angeles 
in 1929. 

Fosters Good Will and Aids Administration 

Our experience with the use of standard- 
ized forms among the Bar Associations in 
Southern California has been more than 
worthwhile. It has helped to create a 
friendly feeling between the bar and our 
bank and at the same time bring us instru- 
ments of a uniform character that make for 
efficient, expeditious and economical ad- 
ministration of estates and wills. I know 
of no other effort amongst the bar which 
has produced anything like the amount of 
good business which has been traced di- 
rectly to this set of forms. 

The distribution of it was made with the 
full approval of the trustees of the Los 
Angeles County Bar Association. We have 
a large file of letters commenting on the 
usefulness of our form and the time-saving 


features it affords in the drafting of wills 
and trust provisions. Seldom a week goes 
by, even though a year has passed since the 
original distribution of the second edition, 
that we do not have a request for a copy. 
The dimensions of the book are 8% by 11 
inches, permitting its filing in the regular 
letter file if desired. The leaves are punched 
and clipped to the cover rather than being 
permanently bound. Thus with changing 
statutory provisions and court decisions, 
corrected and amended forms may be sub- 
stituted by replacing the out-of-date pages 
with corrected forms sent by the bank. 


Forms Embraced in Book 
The following copy from the “Contents” 
page shows the type of forms published: 


CONTENTS 
Specimen Will—Form No. 1. 
Various forms of Devises and Bequests 
for Charitable Purposes: 
1. Gift to California Community Founda- 
tion—Form No. 1a. 
2. Forms of Gifts to a University for 
Various Purposes—Form No. 1b. 
(a) Gift to a University to establish 
a scholarship. 
(b) Gift to a University 
a fellowship. 
(ec) Gift to a University 
a professorship. 
(d) Outright Gift to a University. 
Full Management Trust—Form No. 2. 
Holding Title to Property without active 
Duties—Form No. 3. 
Custodian Account—Form No. 4. 
Unfunded Life Insurance Trust with privi- 
lege of adding other property—Form No. 5. 


to establish 


to establish 
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Unfunded straight Life 

Form No. 6. 
Partnership Insurance Trust—Form No. 7. 
Close Corporation Insurance Trust—Form 

No. 8. 

Real Estate Subdivision Trust—Form No. 9. 
Various short forms: 
1. Transfer and Assignment to California 
Community Foundation. 
2. Transfer and Acceptance of additional 
Property under Trust. 

. Withdrawal of Property from Trust. 

. Exercise of Power of Appointment. 

». Revocation of Trust. 

The compiling of the first edition, issued 
in 1928S, naturally required the greatest ef- 
fort. Many of the forms were selected from, 
or based upon, documents tested by use and 
by litigation. Months of individual research 
on the part of our own trust counsels con- 
tributed a number of worthwhile additions 
and refinements. Numerous court citations 
follow most of the more important clauses 
and are helpful to attorneys in drafting 
similar instruments for their clients and our- 
selves, in that they provide ready reference 
to leading cases in point. 


Insurance Trust— 


Constant Revision of Book of Forms 

One man has been given the task of editing 
and revising the forms as new and changed 
laws and decisions require, or as our ex- 
perience has advised, and his desk has _ be- 
come a Clenring house for constructive sug- 
gestions. Thus the trust department execu- 
tive. the administrative division, and the new 
business division know to whom to refer 
new matter or new ideas to be reflected in 
the next edition. 

An edition of 5,000 copies, plus container 
envelopes and labels, cost us approximately 
50c. per book. Although this may seem 
rather expensive at first glance, we know 
it has repaid itself many fold and has no 
equal or substitute as an effective contact 
with attorneys. <All our forms have the 
name of our bank printed in capital letters 
at all points where the name of an executor 
or trustee appears. Thus we are assured 
that our name will be prominently brought to 
the attention of the draftsman every time 
the forms are used. 

Such a publication gives a nice opportunity 
to mention our policy in regard to relations 
with attorneys, such as “By advising your 
clients to name the Security-First National 
Bank as executor of the will which you draw, 
or as trustee or guardian of the estate which 
is being created under your counsel, you are 
assured of receiving the legal business re- 
sulting therefrom. Subject to justifiable ex- 


COMPANIES 


ceptions, we have consistently followed the 
practice of retaining for the estate the at- 
torney who was instrumental in placing 
the business in our hands. This practice re- 
sults not only in a fair deal for the attorney, 
but in better service for the clients.” 

Policy of Cooperation 

Our policy of cooperation with attorneys is 
expressed as follows: 

“It is the uniform policy of this bank to 
retain independent outside counsel for ali 
legal services and court appearances in con- 
nection with estates handled by us. 

“We believe that attorneys should receive 
adequate compensation for their professional 
services, as fixed by law. 

“These policies have won the friendship of 
attorneys and the respect of the community 
at large.” 

It can be fairly stated that the publish- 
ing of a form book is a continuous develop- 
ment if properly handled, and provides an 
excellent medium to keep the trust depart- 
ment before attorneys and at the same time 
to furnish them with instructive material 
that can be quickly used and relied upon. 
It has repeatedly been said, locally, that our 
forms were the “last word” on the subject 
in this community. 


Saving of Time ard Litigation 

From the standpoint of the trust company 
and trust officer, the instrument creating 
the trust is the constitution under which it 
later functions. If it is clear, legally and 
administratively sound, concise, comprehen- 
sive, elastic enough to res}» d to future 
requirements, and standardizeu, the liabili- 
ties and costs to the trustee of servicing the 
trust are reduced to a minimum and the 
work of the trust officer becomes simplified 
and pleasant. Nothing in trust company 
affairs can approach it in importance unless 
it indeed be the question of proper 
Nothing can compare with it in insuring 
the successful administration of trusts. Most 
of the present technical and future unknown 
legal and problems are solved in 
advance if the right clauses are inserted in 
the trust instrument or will at its inception. 


fees. 


business 


The standardized clauses should rarely be 
altered: they should always be inserted at 
the same place in each document to which 


they relate. Attorneys should be “sold” 
on their legal soundness and administrative 
value (if not necessity) and then urged if 
not actually required to use them in hoc 
verba at the appropriate places. In _ the 
course of time both the bar and the trust 
company staff will know, almost without 
examination, the major terms of each trust 
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and their legal interpretations. What a sav- 
ing of time and minimizing of litigation this 
effects. If the clauses are broad enough— 
and they should be—future changes in invest- 
ment policy and type, accounting practice and 
trust management to keep pace with the 
evolution in trust company development, may 
be readily effected to the common benefit of 
the trustee and its trusts alike. 

The best brains in the organization, util- 
izing the similar work of other seasoned 
talent, should be set at this task. When 


it is finished, the forms should be religiously 
followed and kept under constant review 
for improvement, both as to form and as 
to substance. If this job is done well enough, 
little concern need be felt over future 
changes in the law or accepted trust com- 
pany practice. Let every trust officer give 
his trust forms his first and most serious 
attention, for aside from the fees he must 
fix it will be his most valuable contribution 
to his employer and its customers. 


%, i? 
1 My 


PAYMENT OF PREMIUMS ON BUSINESS INSURANCE TRUSTS 


One of the most important details to be 
considered by a corporation creating a busi- 
ness insurance trust is the determination of 
who shall pay the premiums. The essential 
arrangement of a business insurance trust is 
the same, regardless of the particular pur- 
pose for which the trust may be created. In- 
surance policies on the life of some person 
connected with the business are, in every 
case, deposited with a corporate trustee un- 
der an agreement whereby the trustee holds 
the policies during the life of the insured, 
and after his death collects the insurance 
proceeds and administers them in accordance 
with the terms of the agreement. The ex- 
press purpose of the trust, however, may 
largely determine who shall pay the pre- 
miums upon the deposited policies. 

If the trust -is to enhance the credit of the 
corporation © to cGompensate it for the loss 
of a valuable officer or employee, the corpora- 
tion should pay the premiums, thus retain- 
ing direct control of the policies and all the 
benefit of the proceeds. If, however, the pur- 
pose of the trust is to provide funds for the 
purchase of the shares of a deceased stock- 
holder, one of the three following methods 
may be used: 

(1) Each stockholder may pay the _ pre- 
miums on insurance on his own life. 

(2) Each stockholder may pay his propor- 
tionate share for the insurance on the lives 
of his co-stockholders. 

(3) The corporation may pay the premiums 
on the policies out of its own funds. 

The second method is the one most com- 
monly employed. The third should be used 
With extreme caution. If the corporation. 
according to the laws under which it is or- 
ganized, has no right to purchase and hold its 
own stock, or is allowed to do so under re- 
strictions that make the procedure impracti- 
cable, the premiums should not be paid by 


it, but by the stockholders. The stockhold- 
ers will then acquire the shares of the de- 
ceased proportionately, and the corporation 
cannot be accused of acting beyond its pow- 
ers.— (From Estate and Tar News, published 
by Fidelity Trust Company, Pittsburgh.) 


WHERE LIFE INSURANCE AND TRUST 
SERVICE MEET 

The John Hancock Mutual Life Insurance 
Company, with head office in Boston, may be 
listed among the life insurance companies 
Which extends whole-hearted cooperation 
toward trust companies in fostering the writ- 
ing of life insurance contracts which eall for 
fiduciary protection. Says Walton L. Crock- 
er, the president of the company: 

“If we examine the scope of the services 
performed by life insurance companies and 
trust organizations—including in the latter 
term trust sections of commercial banks— 
we shall find a broad field of cooperation. 
While the general character of each is fidu- 
ciary, the two instrumentalities are not nat- 
ural competitors. They are more nearly like 
allies, although their activities are distine- 
tive. Each suggests, initiates, activity for 
the other. Each furnishes service for which 
the other is not equipped; one the insurance 
of the productive value, accumulated and 
prospective, of human life; the other the 
administration of trusteeships, of which 
many proceed from life insurance, 

“There is no doubt that the two can sup- 
plement as well as complement each other, 
and it is noteworthy that the banks and 
trust companies have realized this fact and 
applied it in a practical way. On the other 
hand, it is evident to me that a correspond- 
ing interest in the promotion of the welfare 
of the banking and trust companies is now 
a part of the program of every wide-awake 
life insurance man.” 
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City Bank Farmers 
Trust Company 


CHARTERED 1822 





Conducting only a trust business 
--.-. the care and management 


of the property of its clients 
@ 


In its new quarters at the old address 


22 WILLIAM STREET 
NEW YORK 
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SURROGATE DECISION DEFINING STATUS OF TRUST 
DEPOSIT IN FAILED BANK 


COURT ORDERS NEW YORK SUPERINTENDENT OF BANKS TO TURN OVER FUNDS 
OF ESTATE DEPOSITED IN CLOSED BANK OF UNITED STATES 


(Text of Ruling) 





N interesting ruling was handed down 

April 15th by Surrogate Slater of 

Westchester County, New York, up- 
holding the status of a deposit of funds 
from an estate as a preferred claim and 
ordering the superintendent of banks, in 
charge of the affairs of the closed Bank of 
the United States, to turn over such funds 
to the petitioning executors. The exception 
taken by counsel for the superintendent of 
banks, in this case, and which brought up 
the petition in the nature of discovery pro- 
ceedings, was a denial of existing evidence 
showing that any special arrangement as 
to trust or special deposit appears as having 
been made at the time of the deposit by the 
petitioning executors and the Colonial Bank 
which subsequently was merged with the 
Bank of United States. Owing to absence of 
any evidence that the funds deposited were 
in the nature of estate funds and therefore 
entitled to preference, the superintendent 
refused to deliver the funds upon request of 
the executors. The surrogate held that the 
banking institution is charged with notice 
that the deposits were equitable assets of the 
estate and as possessor of the fund is in the 
position of a bailee or a trustee of a special 
deposit. 

Surrogate Slater in his ruling discusses 
the general nature of a trust or special de- 
posit as distinguished from the general de- 
posit liabilities of a bank. The petitioners 
were Horace M. Crossman and David Shi- 
man, as executors of the estate of Marie For- 
rest, deceased. His decision, omitting in 
some instances citation of supporting au- 
thorities, reads as follows: 

“By decree of this court dated October 9, 
1928, the petitioners herein were appointed 
executors of the estate of Marie Forrest, 
deceased. They duly qualified as such, and 
took possession of the assets of the estate. 
On or about October 13, 1928, they made a de- 
posit with the Colonial Bank of New York 
City, in the name of “Estate of Marie For- 





rest—Horace M. Grossman, David Shiman, 
executors.” At some later time, said Cols- 
nial Bank merged into “The Bank of United 
States.” 

“On or about December 11, 1930, The Bank 
of United States was taken over by the 
Superintendent of Banks of the State of 
New York for liquidation, pursuant to the 
p1ovisions of the Banking Law. There is now 
a balance in such account of $5,498.58. Such 
executors have made demand upon the Super- 
intendent of Banks of said liquidating bank 
for the payment of said deposit and the 
Superintendent of Banks has refused to pay 
the same. 

“Upon petition in the nature of a discov- 
ery proceeding for the delivery of property 
withheld (§205 S. C. A.), returnable before 
this court, the Superintendent of Banks duly 
appeared by counsel and answered. It was 
contended by the petitioners that said ac- 
count was a special deposit account. The 
answer of the Superintendent of Banks, on 
information and belief, denied that any 
special arrangement was made between the 
petitioner and the Colonial Bank, and, fur- 
ther, that this court was without jurisdic- 
tion. 

“Executors obtain their authority to act 
as such from the surrogate’s court. Every 
executor shall keep the funds of the estate 
distinct from his own personal fund. He 
shall not deposit the same with any corpora- 
tion doing business under the Banking Law 
in his own name, but all transactions shall 
be made in his name as such executor. 
§251 Surrogate’s Court Act. 

“The rule of law is that the relation of 
debtor and creditor exists between a bank 
and those claiming the money under a gen- 
eral deposit, and the title to the money passes 
to the bank, and the depositor becomes the 
creditor. Matter of Wilkens (131 Mise. 188, 
194) and eases cited; Baldwin’s Bank vs. 
Smith (215 N. Y. 76, 82). The law presents 
anomalies. The instant case is such. 

“The executor, or other fiduciary, is with- 
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out authority to permit the title to the trust 
asset to pass from him to any person or 
corporation. The executor holds the prop- 
erty or funds in trust to pay the debts and 
execute the will of a testator. In equity, 
he is a mere trustee charged with the per- 
formance of the will. The act of the ex- 
ecutor in depositing the funds in this par- 
ticular bank did not affect their character. 


Bank Charged With Notice 

“The banking institution is charged with 
notice that the deposits were equitable as- 
sets of the estate, and that trust funds do 
not lose their character as such by being 
deposited in a bank. 
count is modified by 
an executor’s bank 


The usual general ac- 

implication, because 
account is inconsistent 
with its assertion. National Bank vs. Insur- 
ance Co. (104 U. S. 54, 66). It may even be 
stated as a general principle that, if money 
deposited in the bank was held by the de- 
positor in a fiduciary capacity, its character 
is not changed by being placed even to his 
credit in his individual bank account. Bis- 
choff vs. Yorkville Bank (218 N. Y. 106, 111), 
and cases cited. 

“The principle of debtor and creditor ap- 
plied to bank deposits is sustained on the 
theory that the depositor parts with his title 
to money deposited. 
trust funds. 
lation 


This cannot be said of 
It is my opinion that the re- 
of debtor and creditor never existed 
between these executors and the liquidating 
bank. The executors had no right to part 
With the title of the trust estate. and, when 
the deposit was made, the bank became the 
bailee of the depositor, the title to the de- 
posit remaining with the depositor. The 
money was in the custody of the bank, sub- 
ject at all times to the order of the executor 
and of this court, and never became the prop- 
erty of the bank for any purpose 
ever; it was a special deposit. 


whatso- 


No Agreement Necessary 

“It is not necessary to enter into an agree- 
ment for a special deposit for trust funds. 
The fact that they are such, as in the in- 
stant implies a special deposit. The 
fact that no set-off can be made by the bank 
against such funds further stamps the de- 
posit as special. Such bankers’ liens apply 
only to general accounts. Delano vs. Equi- 
table Trust Company (110 Mise. 704). The 
bank is charged with the knowledge of the 
law, and there is an implication that they 
accepted the deposit from the executors as 
a special deposit. The institution must be 
held to have acquiesced in and accepted the 
same upon such conditions. It accepted the 


case, 
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bailment, a special deposit; the bailee ac 
quired no title to the subject of the bailment, 
but only the right to possession, subject 
to conditions, if any, imposed in the creation 
of the bailment. 

“The funds so deposited with the bank 
never became its property, and did not pass 
to the Superintendent of Banks when he 
took possession of the bank, its assets and 
business. Nor did he then acquire as againsi 
the executors any right to the property in 


the custody of the bank which it did not 
own. 
“The trust company, as possessor of said 


fund, is in the position of a 
trustee of a special deposit. 

vs. Lodewick (37 A. D. 629). 
Co. vs. Carnegie Trust Co. 

(1915), dealt with this principle and on 
the facts of that case, the court held that 
the “trust” did not obtain a preference under 
the Banking act; but the plaintiff was en- 
titled to money judgment and accounting. 


bailee or a 
Bergstresser 

Madison Trust 
(215 N. Y. 475) 


Principle of Bailment Applies 

“A discovery proceeding in 
now an appropriate remedy to 
session of withheld property of executors 
in the possession of persons or corporations. 
The trusts committed to executors of and 
trustees under wills are sacred trusts de- 
clared by the dead. The principle of equal- 
ity of distribution of assets left after the 
smash of a banking institution should not 
be applied to such trusts. The living take 
their chances when they make deposits with 


this court is 


secure po- 


banks. They are charged with knowledge 
of the law. The title to trust funds can- 


not be passed over or transferred to anyone. 
The principle of bDailment applies. 

“Section 67 of the Banking Act provides 
for the disposition by the Superintendent 
of Banks of property held as bailee. The 
question of bank creditors, and of priority, 
does not enter into this case. No property 
over which the Supreme Court has obtained 
jurisdiction by virtue of the liquidation and 
the Banking Act is interfered with. 

“As to the courts jurisdiction, which is 
assailed. I claim for the surrogates court of 
this state, in the instant and similar cases, 
jurisdiction. The superintendent, as liquida- 
tor, may sue and be sued. 

“The possession by the bank of the estate’s 
property was subject to the special deposit 
created by the fact that it was trust prop- 
erty, the title to which could not leave the 
executor, and thereby constituted a bailment 
for the performance of which the Superin- 
tendent of Banks is bound to respond to this 
court.” 




















DEFINING A UNIFORM STANDARD OF REQUIREMENTS 
FOR LEGAL TRUST INVESTMENTS 


DANGERS WHICH ATTACH TO DEMAND FOR LIBERALIZATION 


ROBERT STRICKLAND, JR. 
Vice-president, First National Bank of Atlanta, Ga. 





(IXp1ror’s Nore: Mr. Strickland directs attention to the hazards which are likely to 
follow any effort to liberalize the laws governing legal investment of trust funds and 
which seek to offer opportunities for enhancement of the principal and income from 
estate or trust funds rather than lending support to the primary purpose of conserving 
fiduciary funds. He is opposed to opening the doors for the admission of equity stocks or 
any composite thereof, to the field of legal investments. The conclusions and constructive 
suggestions which he offered in his paper at the recent Southern Trust Conference, held 
at Charleston, S. C.. are deserving of careful consideration.) 


HE current economic upheaval with its 

trail of diminishing values, its clearly 

demonstrated curve of both security 
income and dollar purchasing power; the 
rapid economic and scientific displacement 
by which today’s business success is tomor- 
row’s failure; these and myriad trends af- 
fecting all classes of property values are not 
problems to be solved by other than the most 
capable business and economic minds with a 
passion for study of high order. It is not 
likely that the experience of the counting 
house alone or simply training at the bar, 
other than with the most adaptable minds, 
can in a brief period, meet the needs of 
beneficiaries under these difficulties. 

Under these conditions it is a most for- 
tuitous circumstance that there is practically 
no disagreement that the prime duty of trust 
administration is the conservation of prin- 
cipal, with income and liquidity second, and 
enhancement, per se, an objective of com- 
parative unimportance. Equally fortunate is 
the age old legacy of testamentary precept 
definitely establishing known and conserva- 
tive public and mortgage security values as 
a standard for trust investment. 


No Danger from ‘‘Trusteed Wealth” 


In the just completed, but not forgotten, 
“new era’ there was, and to some extent 
there still is, much ado for the liberalizing 
of trust investment powers. And indeed, no 
one will controvert the contention that there 
are on the statute books of many states ar- 
chaic provisions of many years’ standing, 
Which have taken no thought of the passing 
of time or of changing conditions. These 
limitations, in many instances, so restrict the 
trust officer, that beneficiaries suffer either 


through loss of income or the fear or cer- 
tainty of confiscatory taxation, not applicable 
to the holdings of persons in life. It is not, * 
however, to the correction of these iniquities 
that the advocates of liberalization address 
themselves. Rather, they point to the erst- 
while growing tendency for the use of com- 
mon stocks as vehicles for investment: to 
the need of rapid change of trust portfolios 
from time to time so that income may follow 
the dollar’s purchasing value in its economie 





ROBERT STRICKLAND, JR. 
Vice-president of the First National Bank of Atlanta, Ga. 
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gyrations. These suggestions, it appears to 
me, grow from the feeling of some trust men 
that it is incumbent on them to enter the 
competition of capital; to match the profits 
of the successful active business man, be he 
speculator or investor; to share, as it were, 
in the feverish activity of stock fluctuations 
and the changing investment styles of our 
modern financial field. 

The plaint that such restrictions withdraw 
capital from the channels of progress and 
may hamper national growth is not tenable 
to one who has faith in the future of Amer- 
ica, or its coming generations, whose great- 
est inheritance, 1 believe, is not the trusteed 
funds of forbears, in spite of which they may 
succeed, but rather the legacy of character, 
ability, and health which in the main they 
will receive. As great as may be the addi- 
tion to our national wealth by the conserva- 
tion of estates, the increment of honest ener- 
getic future generations will be a more po- 
tent factor than trusteed funds in our future 
economic life. 


Clamor to Make Common Stocks Legal for 
Investment 

Not as a 

ment 


invest- 


suggestions 


bank official, not as an 
banker, do I decry these 


with their obviously untried and unseasoned 


viewpoint, and their uncertain result. As a 
private citizen, with a competency of prop- 
erty and life insurance for the care of a 
deeply loved family, I sincerely hope that 
not before they reach their majority and 
can assume their own responsibilities, will 
any statute or practice permit the invest- 
ment of their modest inheritance in equity 
stocks, or any composite thereof, based only 
on the theory of protection through diversity, 
as valuable as that principle is in any in- 
vestment program or on either of the unwar- 
ranted assumptions that a given list of com- 
mon stocks of corporations now successful 
will continue equally profitable in the vacil- 
lating economic trends about which these 
proponents of liberalized trust investments 
now complain, or that trust administrators 
will prove more adept in the management of 
such equity investments than have been as- 
tute active business minds handling their 
own funds with full knowledge of the risk 
involved. Such an investor may rebuild his 
losses by other or later ventures but the 
yanished principal of trust estates rarely can 
be replaced. It seems clear to me that not 
even the retention of common stocks in es- 
tates, much less their purchase by reinvest- 
ment, is justified, except under unusual con- 
ditions. Certainly no authority short of spe- 
cific direction, no matter how broadly drawn, 
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should be construed to permit such invest- 
ments under the present high standards of 
trust administration. 

Remembering the prime obligation to con- 
serve principal, it seems to me that the tra- 
ditionally defined scope of trust investments 
needs but little amplification to sufficiently 
broaden the field of opportunity to afford di- 
versification, safety, stable yield and a de- 
gree of liquidity sufficient to meet all rea- 
sonable prospect of emergency. Government, 
state, and municipal bonds, the best mort- 
gages in the rail, utility, and industrial fields, 
real estate mortgages created under proper 
restrictions, and preferred stocks, comprise 
today, I believe, the generally accepted me- 
diums of trust investment. Of these classes 
only public obligations and real estate mort- 
gage loans are ordinarily recognized by the 
statutes of most jurisdictions for trust funds, 
in the absence of broader testamentary au- 
thority. 

These statutory limitations have estab- 
lished the accepted standard for estate in- 
vestment, despite the tremendous growth of 
trust funds since their enactment. So much 
so that many individuals believe that their 
executors Cannot by any method invest their 
estate funds otherwise. 
tated the present 


Necessity has dic- 
almost universal practice 
of corporate trustees suggesting the inclu- 
sion of broad investment powers in testa 
mentary appointments. So we are in effect 
circumventing the narrow prescribed limi- 
tations of outworn statutes by direction of 
the testator. 


Standards of Trust Administration 


As a contrast to this condition in most 
states we find in some states, relating to 
trust investment, and particularly to mutual 
savings bank investments, modern legislation, 
describing in minute detail the requirements 
to be met by corporate borrowers before 
their obligations can qualify as legal invest- 
ments in such states. Property value, sus- 
tained earnings, record and other essentiai 
safeguards must be met, not alone at the 
time of issue, but continuously, to qualify 
such obligations. The result, well known to 
all of you, is that the phrase “legal for in- 
vestment in Massachusetts, Rhode Island, 
Connecticut, ete.” has become a hallmark of 
excellence in the investment security field. 

While the standard of trust investment by 
the most reputable, conscientious, and capa- 
bly managed trust companies and banks will 
doubtless be voluntarily maintained on the 
highest plane, higher—no doubt—than stat- 
ute liberalization might prescribe, it must be 
remembered that all trust administration will 
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not and cannot be of that same high stand- 
ard, either by reason of occasional lack of a 
deep sense of responsibility, or—more fre- 
quently—as a result of honest but incompe- 
tent judgment. 


Uniform Standard for Trust Investments 

And so it seems not unreasonable to sug- 
gest that the enactment of a trust investment 
law, perhaps uniform in all states, and in 
all events carefully describing the entire field 
of trust investment, with due regard to high- 
est investment values, and prescribing fully 
and conservatively the standards requisite 
to their eligibility, may prove a more satis- 
factory guide for the trust company of the 
future than to have unlimited testamentary 
authority become the rule, only to be abused 
in occasional instances, thereby bringing into 
disrepute or suspicion the entire fiduciary 
profession. For any who may doubt this 
possibility I invite consideration of the reve 
lations concerning the investment of trust 
funds in some of the larger bank and trust 
company failures of the past year. As irk- 
some as regulatory statutes often prove it 
is not unlikely that scientific, modernized 
laws, admitting to the field of “legals” the 
finest quality investment bonds, would prove 
a great aid to all trust companies in the de- 
velopment and administration of their trust 
appointments. Similarly, such statutes should 
describe the requirements for municipal 
great percentage of which now 
qualify legally for trust funds, but are in 
many instances totally unfit from a practical 
standpoint of sound investment value. Suit- 
able limitations on real estate mortgage 
loans, similar or even more severe than those 
now prescribed for real estate loans in na- 
tional banks would form a proper part of 
such statutes. 

It is not for the purpose of cireumscrib- 
ing the functions or limiting the initiative 
of well-managed trust companies that such a 
proposal is advanced but rather with the 
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thought that they should in effect say to the 
public-—“this is our conception of proper 
investment limitations—out of our experience 
we propose these standards that trust ad 
ministration may be uniformly safe and that 
the virtues of the able well-informed trust 
company shall not be injured by the dis- 
honesty or inability of the few.” I am con- * 
vinced that no great period will pass before 
such legislation is proposed and it will be 
infinitely preferable for it to come with the 
sponsorship of able trust leaders, than 
prompted by the aroused prejudices of un- 
friendly law makers, acting as a result of the 
failure of some fraudulently or incompetent- 
ly conducted trust company. 


Competent Supervision of Trust Investments 

It is almost inconceivable that the trust 
function can be competently and properly 
discharged in this day without the constant 
supervision of investments, with especial ref- 
erence to securities, by personnel experienced 
in the investment banking field. And yet, in 
other than the largest trust companies, it is 
virtually prohibitive to maintain a statisti- 
cal and advisory service. It is now almost 
universally the rule for institutions main- 
taining both trust and investment depart- 
ments to permit no trading between them. At 
this stage of trust development the wisdom 
of this policy cannot be questioned, despite 
the anomaly of a situation where one depart- 
ment of an ably-managed institution must 
seek its trust investments elsewhere, when 
frequently its own investment department 
could at the time furnish a superior invest- 
ment of the desired type. There seems to me 
no question that this concession to the old 
legal principal of trustee self-dealing, and 
to public opinion, will find statutory relief 
as trust technique develops, or proper in- 
vestment limitations are prescribed. At this 
time it appears that there is far greater 
danger of the estates of decedents suffering 
from unwise and uninformed investment 
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policies, established and executed without 
competent research and advisory personnel, 
than from the supposed deliberate “dump- 
ing” of securities which it is presumed might 
follow unrestricted dealings between the 
trust and securities department of the same 
institution, the entire policy of which is de- 
termined by a presumably able and honest 
management. 


Efficient Advisory and Statistical Service 

The prime aid which bond departments or 
affiliated investment companies now render 
their allied trust departments is of an ad- 
visory character relative ito contemplated in- 
vestment. With the larger institutions there 
is thus available a complete statistical or- 
ganization and experienced personnel, unin- 
fluenced by the hope of reward through sales, 
to aid the trust officer. Thus the investment 
department becomes a very real and valuable 
asset to the trust department, without profit- 
ing, directly or indirectly. In those institu- 
tions not large enough to maintain a highly 
specialized personnel to meet the problem 
of trust investment counsel, nor able to draw 
from the advice of an investment depart- 
ment, the problem is more difficult. 

Impartial investment advisory services are 
available but their adequacy is to be seri- 
ously questioned. To entrust their invest- 
ment problems to one security dealer may 
prove their undoing, and yet to use the scat- 
tered opinions of many is only confusing. In 
such instances trust men unacquainted them- 
selves with investment security technique or 
values, and without dependable facilities of 
their own control at hand, are apt to confine 
themselves to local investments of non-liquid 
character, thereby sacrificing the essential 
geographical and vocational diversity, and 
bringing about a concentration of investments 
in a single community. 

The possible consequences of such a course 
seem fairly obvious. An apparently full pro- 
tection would be provided in such cases, by 
the use of one of the three or four advisory 
statistical services, and the establishment of 
close working relationships with the Invest- 
ment Advisory Service of not more than two 
or three reputable investment banking houses, 
using each as a check on the other. In this 
manner, the trust officer of smaller institu 
tions gains access to broad investment mar- 
kets, makes his dealings with a limited num- 
ber of investment houses of sufficient volume 
to be attractive, and gains advice of a tech- 
nical yalue not ordinarily available from con- 
tact with the average salesman of securities. 


Supply of Choice Real Estate Mortgages 
While real estate mortgages already pro- 
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vide employment for large sums of trust 
funds in every state, it seems not amiss for 
the sake of emphasis to direct your attention 
to the activities in that field of one of your 
greatest benefactors, and potentially if not 
actually, one of your greatest competitors, 
i.e., the life insurance companies. In the 
larger cities the majority of choice mortgage 
loans are made for their account. In this 
manner there is being taken from the locali- 
ties of each of us one of the safest and most 
satisfactory mediums of trust investment 
available, only to appear in life insurance 
company investment portfolios as a means of 
increasing yields on the trusteed funds of 
beneficiaries. While trust companies procure 
many desirable mortgage loans, it is my ob- 
servation in my own community that the 
choicest mortgages flow to the insurance com- 
pany investment account. This condition is 
naturally acute in some smaller com- 
munities, but it is, I believe, sufficiently wide- 
spread to justify your careful consideration 
of methods to procure a fair share of these 
loans on sound standards of rate and ap- 
praisal, so that the less liquid percentage of 
investment properly found in nearly every 
trust fund may include this character of se- 
curity. 


less 


I am keenly aware of the inviting reaches 
which the fiduciary field opens to the mind 
alert for creative work and the gratifying 
feeling which results from the knowledge of 
a contribution to new thought and perma- 
nently constructive achievement. It is often 
remarked that a continuation of trust com- 
pany growth for another generation will wit- 
ness a concentration of resources in their 
hands so great as to cause concern for the 
welfare of our economic and social concepts 
and institutions. And well may that appre- 
hension be voiced if there comes into your 
counsels the tempting voice of ambitious 
schemers; or novel untried plans. For my 
own part I prefer to visualize a new profes- 
sion, with ethics worthy of the finest tradi- 
tions of the legacy of testamentary practice 
which modern need has transferred from 
the realm of a friendly personal service, to 
that of capable corporate direction, no less 
friendly because of the unmatched character, 
integrity, ability, and human understanding 
of the men who give voice and life to such 
direction. 
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The Federal Reserve Board, last year, ap- 
proved 111 applications from national banks 
to conduct trust departments making total 
of 2,465 national banks authorized to engage 
in trust business. 
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DEPOSITS IN BANKS IN LIQUIDATION 


SUMMARY OF JUDICIAL DECISIONS 


MAX ISAAC 
Editor, American Bankruptcy Review, New York 


Epiror’s Note: The subject discussed in the following article derives timely interest 


because of the number of bank failures which involwed trustee liability and rights tor 
priority in connection with deposit of trust funds and as depositories of bankruptcy funds. 
The author was formerly a Referee in Bankruptcy in the Southern District of Georgia and 


is author of “Homestead Waivers and Assignments ; 


and “Facts About Bankruptcy.” ) 


F the 1,326 banks which failed in the 


United States” in 1950 many were 
official depositories of bankruptey 
funds. These official depositories are named 
by the courts of bankruptcy and are re- 


quired to furnish surety bonds on which 
suit may be brought in the name of the United 
States, for the use of any person injured by 
their breach. 

While this article deals primarily with 
deposits of bankruptcy funds, the same gen- 
eral principles govern the deposit of other 
funds which are under the supervision and 
control of the courts. These important ques 
tions are involved: 

1. Rights to priority of payment of de- 
posits of trust funds. 

2. The liability of fiduciaries for de- 
positing such funds in unqualified banks, 
where the law restricts deposits to official 
depositories. 

3. The liability of banks and bank offi- 
cials for accepting such irregular deposits, 
and for permitting informal or irregular 
withdrawals. 


Recent Cases Requiring Restitution 

A case of exceptional interest was recent- 
ly decided in the bankruptcy court in Brook- 
lyn. A receiver in bankruptcy deposited funds 
of the estate in the Bank of United States, 
acting on the statement of a bank officer to 
the effect that it was an official depository, 
although it had failed to qualify by filing the 
statutory bond. After the Superintendent of 
Banks took charge, proceedings for payment 


of the full amount were brought against 
him in the bankruptcy court. He insisted 


that the deposit was merely a general one 
and not entitled to priority of payment, but 
the court held that the funds, mistakenly 
deposited by the receiver, were trust funds 





Conditional Sales in Bankruptcy” 


and as such entitled to immediate, full pay- 
ment. An order was granted requiring the 
Superintendent of Banks to apply at ones 
to the State court in charge of the liquida- 
tion, for an order in conformity with the de- 
cision. The case is reported under the title, 
In re Joseph Potell, and appears in 7 Am. 
sankruptey Rev. 216. 

Similarly the Surrogate’s Court in Brook- 
lyn recently ordered the Superintendent of 
Banks, in charge of the same bank, to make 
full restitution of funds of an infant’s estate, 
deposited in the joint names of the guardian 
and the clerk of the court. 


Prolific Field for Litigation 

Many other serious and perplexing ques- 
tions must necessarily arise out of such 
things as the liability of depositories and 
sureties on their bonds; the liability of the 
sureties for amounts received by the banks 
as deposits, in excess of the sums stipulated 
in the bonds; the more serious question of 
the responsibility of trustees who failed to 
comply with the law requiring bankruptcy 
funds to be deposited in regular depositories ; 
and the government’s right to priority in 
such cases to the extent of the amount of 
the deposits equal to the amount stipulated 
in the bond, and the question of priority as 
to sums deposited in excess of such amount. 
A prolific field for litigation has thus been 
opened up. The situation has become fur- 
ther complicated by the enforced suspension 
of several bonding companies; which were 
sureties on depository bonds. 

As liquidation proceedings against bank- 
ing corporations take place under the Na 
tional Banking Law or the State Banking 
Law, dependent upon whether the defunct 
bank is a national or state bank, the rules 
governing priorities under the federal bank- 
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ruptecy statutes have no application to such 
eases. The priority fixed by Section 64b(7) 
of the Bankruptcy Law does apply, howeve™, 
in cases of private bankers, whose affairs 
may be administered in bankruptcy. 


Cases Dealing with Legal Aspects 

The following cases may be helpful in the 
investigation of the legal aspects of the situ- 
ation. 

If there is apprehension concerning the 
solvency of a regular banking depository, the 
court may, on its own motion, remove it. 
Hux parte Shipley, 4 Md. 495. 

Where a trustee deposits money in the 
regular designated depository the relation of 
debtor and creditor is created. The court no 
longer has the same jurisdiction over the 
money as it had over the funds in the hands 
of the trustee, and cannot summarily order 
its return after the institution has failed. 
In re Bologh, 185 Fed. 825. Compare the 
recent ruling in the Potell case, to which 
reference has already been made. 

The regular depository may be regarded as 
an officer of the court, liable for misconduct 
in misappropriating the funds, as in case 
of contempt, but this rule will not be ex- 
tended to include the bank’s employees. 
Southern Development Company vs. Houston 
Ry Co., 27 Fed. 344, and cases cited in note 
at p. 350; In re Western Marine & Fire Co., 
38 Ill. 289. 

A trustee is required to deposit in a regu- 
lar depository. He cannot legally disburse 
funds of the estate, except by check or draft 
on such depository. The disbursement in any 
other manner is illegal and subjects both 
the trustee and the depository to liability 
on the bonds given by each; both can be held 
for contempt of court. /n re Cobb, 112 Fed. 
655; Louisville Woolen Mills vs. Tapp, 239 
Fed. 463(5). 

The trustee is personally liable where he 
allows money, in which the bankrupt has an 
interest, to ‘be paid out and dissipated by a 
bank and certain joint owners, without ob- 
jection on his part, when he could have pre 
vented it. Jn re Kane, 161 Fed. 633. 

A study of the questions of priority re- 
quire a careful consideration of the follow 
ing cases. 

In Davis vs. 
Oe 


Elmira Savings Bank, 161 
275, it was held that a state savings 
bank which had deposited funds in a na- 
tional bank, for which a receiver had been 
appointed by the Controller of the Currency, 
was not entitled to full repayment of such 
deposits as a preferred claimant, under the 
New York State Banking Law. This decision 
reverses the judgment of the Court of Ap- 


peals of New York, in the same case, there 
entitled Elmira Savings Bank vs. Davis, 142 
N. Y. 590, 37 N. E. 646, 25 L. R. A. 546. 

In the Bologh case, to which reference has 
already been made, the bankruptcy court sit- 
ting in New York, held that a trustee in 
bankruptcy was not entitled to repayment 
of money deposited in a regularly qualifiea 
bank, designated by the court as a_ bank- 
ruptey depository. This ruling was held not 
applicable to the facts in the Potell case. 
where the receiver deposited trust fund in a 
bank which had not qualified by posting the 
required bond. 

In a case involving the government’s right 
to priority for postal funds deposited in a 
state bank, the Circuit Court of Appeals for 
the Kighth Circuit recently upheld the gov- 
ernment’s claim under Sections 3466 and 
3467, U. S. Rev. Stat. Bliss, Receiver vs. 
United States, 44 F.(2d) 909. 
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TRUSTEE MUST TREAD THE 
PATH 


A corporate trustee stands in the same 
relation to the trust as an individual trustee, 
and owes the trust the duty of excluding all 
private interests from its transactions and 
of conducting the trust with the advantage 
of the beneficiaries solely in mind. Illustra- 
tions of this principle are numerous, George 
Bogert in his “Handbook of the Law of 
Trusts,” states the responsibility of the trus- 
tee in this respect as follows: 


NARROW 


“The trustee is violating his trust duty and 


may be held a constructive trustee for the 
beneficiary of all profits made in the follow- 
ing cases: Where he makes a profit for him- 
self on the sale of trust property: where he 
takes a profit on the sale of property to the 
trust estate: where he secures an advantage 
for himself upon a lease of the trust proper- 
ty: where he uses the trust funds to buy his 
own property or invests the trust funds in the 
bonds of a corporation of which he is a 
stockholder and director: where he purchases 
property for himself which he should have 
bought for the trust: where he renews a 
lease in his own name which he should have 
taken in his name as trustee: when he uses 
knowledge obtained in the administration of 
the trust for his own private benefit; where 
he receives a bonus for lending the trust 
funds: where he receives a commission for 
taking out insurance on trust property; 
where he accepts a gift from persons with 
whom he deals on behalf of the trust estate: 
where he uses the trust funds in his own 
business or lends them to his wife.” 





TRUST 


COMPANIES 


AMENDMENTS TO NEW YORK ESTATE AND TRANSFER TAX LAWS 


As was to be expected there were numerous 
amendments to the Estate Tax law at the 
recent session of the New York Legislature 
in view of the change in the law at the 
previous session from an inheritance to an 
estate tax law Mark Graves, Tax 
Commissioner of the State Tax Commission 
of New York, kindly advises Trust ComPa- 
NIES Magazine readers of the following bills 
passed at the recent session of the New York 
Legislature and which have been signed by 
Governor Roosevelt, affecting estate and 
transfer taxes. These by virtue of the Gov- 
ernor’s action have become, respectively, 
Chapters 62, 134, 135, 136, 187, 150, 151, 178, 
252 and 361 of the Laws of 1931. 

Chapter 62, effective March 10, 1931, 
amends section 249-r of the tax law so as to 
provide specifically for the inclusion in the 
gross estate of a decedent taxable under ar- 
ticle 10-C, of interests of which the decedent 
has made a transfer, retaining for his life 
or any period not ending before his death (a) 
the possession or enjoyment of, or the in- 
come from, the property, or (b) the right to 
designate the persons who shall 


basis. 


possess or 


enjoy the property or the income therefrom. 


This amendment conforms the New York 
Estate Tax Law to the Federal Revenue Aci 
of 1926, section 402 of which was by amend- 
ment effective March 3, 1931, changed to in- 
clude such interests. The United States Su- 
preme Court had decided in the cases of 
Morsiman vs. Commissioner of Internal Rev- 

Burnet vs. Northern Trust Company 
McCornick vs. Burnet, that irrevocable 
transfers in trust of this kind were not in- 
tended to be included within the Federal Es- 
tate Tax Act, and consequently it became 
necessary to amend the Federal Act to com- 
prehend such transfers, and the New York 
Aet to make it correspond to the Federal Act. 

Chapter 154, effective March 27th, amends 
section 249-s of the tax law by eliminating 
the words “or trustees” from the 
reading “Deductions on account of 


CILHE, 
and 


sentence 
commis- 
sions or allowances to executors or trustees 
shall not exceed the amount of such commis- 
Sions or allowances as prescribed by law.” 
The inclusion of these words in the original 
act was by oversight, since trustees’ commis- 
sions are not part of the administration ex- 
penses of an estate and are not deductible in 
determining the net estate for estate tax 
purposes, 

Chapter 135, effective March 25th, amends 


9 


subdivision 3 of section 249-2 of the tax law 


by increasing the fee for a certificate of the 
tax commission that the estate tax upon the 
transfer of real property has been paid, from 
one dollar to two dollars. It was thought 
that the fee of one dollar was not sufficient 
to cover the cost to the state of issuing these 
certificates. 

Chapter 136, effective March 25th, amends 
section 249-q and paragraph numbered nine 
of section 249-r of the tax law in relation to 
the taxation of proceeds of life insurance on 
the life of a decedent where the same are 
payable to designated beneficiaries. Former- 
ly, the law provided an exemption with re- 
spect to these insurance proceeds, the effect 
of which was to reduce the highest bracket 
of the tax and to make the aggregate New 
York tax less than the 80 per cent of the 
Federal tax. Under the amendment, it is 
provided that instead of a straight exemp- 
tion deductible from the highest bracket, the 
amount of the exemption shall be deducted 
from the lowest bracket. This carries out 
the original purpose of the legislation and in- 
that New York will receive the full 
benefit of the eighty per cent Federal credit. 


sures 


Chapter 137, effective March 25th, amends 
section 249-b of the tax law by providing 
that any interested persons may apply to the 
tax commission for a release of the lien of 
the estate tax with respect to any parcel 
of real property and that such release may 
be obtained upon payment of the sum of 
two dollars. It further provides that a cer- 
tificate of release of lien shall be executed 
by the tax commission and may be recorded 
in the office of the recording officer of the 
county where the real property described 
therein is situated. The purpose of this act 
is to facilitate the transfer of title to real 
property of decedents. 

Chapter 150, effective March 27th, amends 
section 233 of the tax law in relation to the 
composition of transfer taxes upon contin- 
gent transfers. It provides that the lowest 
possible tax shall be computed as if the con- 
tingencies or conditions had happened at 
the date of the composition of the tax. For- 
merly, where the remainder might pass to 
a class such as children or grandchildren. 
attorneys have indulged the assumption 
that the members of such class would be 
very numerous, thus reducing the tax by a 
number of personal exemptions and by de- 
creasing the portions subject to the gradu- 
ated rates. The amendment takes care of 
this situation. The lowest possible tax is 
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now to be computed upon the basis of the 


number of members of the class living at 
the date of the composition. 


Chapter 151, effective March 27th, amends 
section 249-vy of the tax law by providing 
that in computing the value of future or 
limited estates, incomes, interests or annu- 
ities for any life or lives in being, the actu- 
aries’ or combined experience table of mor- 
ality, as extended, shall be used instead of 
the American experience table, and also that 
the rate of interest for making such compu- 
tation shall be four per cent instead of five 
per cent. The purpose of this law is to make 
the state law agree with the Federal act. 

Chapter 178, effective March 28th, amends 
section 248-f of the tax law by fixing a period 
of limitation of one year from the date of 
the assessment of the tax and the giving of 
notice thereof, for applying for refunds. When 
article 10-A of the tax law was enacted, no 
period of limitation on refunds was _ pro- 
vided although such a provision is customary 
in taxing statutes. The period specified in 
this bill is the same as applies under the 
corporation franchise tax law and the per- 
sonal income tax law. 

Chapter 252, effective April 3d, provides a 
method for making death tax reciprocity 
effective between the state of New York and 
certain other states with respect to dece- 
dents dying during the period from July 1, 
1925 to March 12, 1928. This act is intended 
to apply to the state of Pennsylvania. 

Chapter 361, effective April 10th, amends 
section 233 of the tax law by adding : 
paragraph to the effect that the tax 
section 233 shall be allowed as a_ credit 
against the tax under article 10-B. This act 
is entirely procedural and makes no change 
of substance. 


new 
under 


SEGREGATION OF TRUST AND BANKING 
FUNCTIONS 

Somewhat more than a year has elapsed 

since the effective merger of the First Na- 


tional Bank of Boston and the Old Colony 
Trust Company, whereby the plan was adopt- 
ed of segregating, as far as possible, all bank- 
ing functions in the First National Bank and 
concentrating all trust or fiduciary operations 
in the Old Colony Trust Company, as affili- 
ate. In many respects this plan of segrega- 
tion of banking and trust business was also 
adopted in connection with the merger of 
the National City Bank and the former 
Farmers Loan & Trust Company of New 
York. 

Considerable interest was aroused in both 
banking and trust company circles as to the 
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practical advantages of this policy of keep- 
ing banking and trust activities separate in 
affiliated units. By many trust company peo- 
ple this plan was commended as assuring 
greater efficiency and as indicating a trend 
that would become more generally recognized, 

Experience has shown in the case of the 
Old Colony Trust Company affiliation with 
the First National that the arrangement has 
proven most satisfactory. There were, at 
first, some difficulties as to adjustment of ac- 
counting systems. These and other matters 
were ironed out, however, with surprising 
speed. At the present time all estate and 
trust functions are earried on through the 
Old Colony Trust Company, all trust officials 
of the First National Bank of Boston having 
been taken over by that corporation. These 
functions are all administered through the 
main office of the Old Colony Trust Company 
on Court street, whereas the principal bank- 
ing operations are conducted from the First 
National Bank building. The Court street 
quarters continue also as a branch for bank- 
ing, the Old Colony Corporation, and other 
similar purposes. 

The major part of the estates and trusts 
formerly administered under the name of the 
First National Bank, have been transferred 
to Old Colony Trust Company. In some cases 
this was very readily done by the consent 
of the makers of our trusts and in other 
cases it was necessary to procure probate 
court authority. There are, however, a great 
many trusts and estates which are still being 
administered under the name of the First 
National Bank of Boston and it is very evi- 
dent that this procedure will continue for a 
considerable number of years inasmuch as 
the wishes of the clients must be given first 
consideration. After a little more than a 
year of operating under the new procedure 
there is satisfaction that the arrangement 
will work out well and will give a greater 
service to clients as well as placing the fidu- 
ciary activities on a much higher plane of 
administration. 


HEAD OF SALES ACTIVITIES 

The Continental Tllinois Company of Chi- 
cago has designated R. O. Dunhill, vice-presi- 
dent. as head of its sales activities. Mr. Dun- 
hill returns to Chicago from New York. 
where for the past two years he has been a 
resident vice-president in the company’s New 
York office. W. R. Bennett, sales manager in 
the out-of-town division of the company’s 
Chicago office, has been assigned to the New 
York office to assist J. H. Stewart, resident 
vice-president. 
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TRUSTEE FUNCTIONS ASSUMED BY LIFE INSURANCE 
COMPANIES 


WHEN THE INSURER PURPORTS TO BECOME TRUSTEE OF PROCEEDS OF POLICY 


M. T. VAN HECKE 
Professor of Law, University of North Carolina 


(Epiror’s Note: Jt is common knowledge that in view of the recent marked growth 
in the establishment of life insurance trusts. wherein trust companies act as trustee, 
there are a number of life insurance companies which have been active in writing poli- 
cies under which they attempt to function both as insurer and trustee. This is regarded 
by many of the foremost authorities on the subject as an unfortunate diversion in the 
creation of life insurance trust protection. Important points are that where life insur- 
ance companies hold such trust funds there is no provision for segregation from general 


funds and there is no assumption of “discretionary powers.” Dr. 
which is reproduced by permission from the North Carolina Law Review, is of 


timely interest.) 


URING the last few years. there has 

been a greatly accelerated tendency 

to resort to life insurance for the con- 
servation as well as the creation of estates. 
In the main, two devices have been used. 
One is the insurance trust, funded or unfund- 
ed, with a trust company acting as trustee. 
The other is the deferred payment settlement. 
A third arrangement is made by perhaps six 
or eight life insurance companies, most of 
which are organized under the laws of Con- 
necticut, New York and Vermont, whereby 
the insurer, after the death of the insured. 
purports to become trustee of the proceeds 
of the policy. Some, if not all. of these com- 
panies write both the second and third types. 
One company, in 1927 alone. wrote “trustee” 
contracts in connection with policies aggre- 
gating 142 millions of dollars, of which S87 
millions was new insurance. The recently 
reported case of New York Life Ins. Co. vs. 
O’Brien suggests an inquiry into some of the 
more important characteristics and conse- 
quences of this third plan, chiefly as com- 
pared with the second. For convenience, the 
deferred payment settlement under the sec- 
ond plan will be referred to as the policy 
provision, the other as the trust agreement. 
Several of the older life insurance com- 
panies are empowered by their charters to 
act as trustees. Indeed. an hundred years 
ago, trust and insurance functions were com- 
monly performed, pursuant to express char- 
ter provisions. by the same company. One 
of the New York companies, which has been 
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very 


entering into trust agreements under life 
policies for forty years, is thus authorized. 
The others depend upon statutes enacted in 
Connecticut. Iowa. Vermont and Wisconsin. 
Although the statutes, in Massachusetts, New 
York and Pennsylvania. deal with various 
aspects of such trust agreements, they prob- 
ably do not amount to grants of power. These 
grants are made in Connecticut and Vermont 
only to companies incorporated there; in 
Jowa and Wisconsin, the privilege is con- 
ferred upon companies doing business in the 
state. It has been argued that even in the 
absence of charter or statutory authority, a 
trust agreement with respect to the proceeds 
of a life policy should be regarded as so ger- 
mane to the function of life insurance, name- 
ly, to create a fund for the support of one’s 
dependents, as not to be ultra vires. The 
point has not been decided. 


The Deferred Payment Settlement 
The policy provision is embraced either in 
the policy or in a rider attached to and made 


a part of the policy. Its effectiveness is prob- 
ably governed by the law of the state in 
which the application was made, the first 
premium paid and the policy delivered. The 
trust agreement, however, is embodied in a 
wholly separate instrument. By virtue of 
the fact that it is mailed direct to the in- 
sured from the home office, after the policy 
has been delivered by the local agent, as well 
as by express stipulation. it is intended to 
be controlled only by the law of the state 
in which the home office is located. 
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The designated beneficiary, in the policy 
provision, is the one intended by the insured 
to enjoy the funds. In a policy accompanied 
by a trust agreement, the insurer, as trustee, 
is named as beneficiary. The company under- 
takes, in the former, to pay the proceeds to 
the beneficiary in installments; in the latter, 
it undertakes to pay itself, as trustee, the 
face of the policy in one lump sum. The 
supplementary or trust agreement then pro- 
vides that the company, as trustee, is to hold 
this amount in trust for the ultimate bene- 
ficiary or beneficiaries according to the pro- 
visions of the agreement. 

These provisions are of the same basic 
type, both in the policy settlement and in 
the trust agreement. Subject to two excep- 
tions to be noted, they are always for the 
payment of designated amounts, at specified 
times, to named beneficiaries. Not even in 
the trust agreement will the companies un- 
dertake to meet contingencies incapable of 
exact and mechanical administration. Thus 
they will not agree to exercise discretionary 
powers, to make payments to others on be- 
half of beneficiaries, or to see that the funds 
are used for a stated purpose. 


Funds Not Segregated From Company 
Assets 


Under both plans, interest on the proceeds 
retained is paid at the same rate. A mini- 
mum in the neighborhood of 3 per cent is 
guaranteed. Actually, however, and this is 
one of the exceptions mentioned above, ad- 
ditional allotments of interest are always 
made, the precise amount depending upon 
the annual disposition by the directors of 
the earnings of the company. Thus, in prac- 
tice, the interest payments under both plans 
range from 4.5 per cent to 5.25 per cent, the 
variations being between companies rather 
than between the two plans. 

Under neither plan are the funds segre- 
gated from the general assets of the com- 
pany. The proceeds are not invested in any 
earmarked securities, whether the agreement 
speaks in terms of a trust or of a deferred 
settlement. All of the trust agreements spe- 
cifically authorize this practice. Indeed, one 
company executive has expressed the fear 
that unless the trust agreement so provided. 
a court might require segregation. Statutes 
authorize the companies to “mingle” these 
proceeds with the general assets, in Connecti- 
cut. Massachusetts, New York, Pennsylvania 
and Wisconsin, both under trust agreements 
and under “other agreements” relating to the 
retention of proceeds. Deferred payment pol- 
icy contracts do not as a rule mention the 


matter. As results of this ‘mingling,’ the 
accounts get the protection and benefits of 
the legal reserve and of a wide diversifica- 
tion of investment. And there is freedom 
from tax difficulties and risk of loss that 
might follow allotments of particular secu- 
rities to each account. 

The procedure in the event of the insured’s 
death is substantially the same in both in- 
stances. The policy is taken up, a release 
obtained, and a certificate issued to the bene- 
ficiary which recites the terms of payment. 
The company credits itself as insurer with a 
death claim paid at the face value of the pol- 
icy, and charges itself with an equal amount, 
to be paid out in accordance with either the 
policy settlement or trust agreement. Sepa- 
rate records are of course kept for each 
account. 


Important Differences Between Policy Pro- 
vision and Trust Agreement 

The most important differences between 
the policy provision and the trust agreement 
relate to the facilitation of complex contin- 
gencies and to “spendthrift” provisions. Most 
companies think that there must be a sepa- 
rate policy provision for each policy. Many 
persons hold policies of different types and 
amounts, issued at different times, in the 
same company. Moreover, the explicit pro- 
vision for complicated contingencies (it is 
characteristic of the life insurance business 
that all possible contingencies must be ex- 
actly met in advance) is frequently almost 
impossible in one instrument. In states 
whose statutes require the vesting of all fu- 
ture interests within two lives in being, an 
insured making a provision for say a wife 
and three children will execute perhaps three 
agreements, in each of which the wife is 
named as primary and a different one of the 
children as secondary beneficiary. For these 
reasons, the flexibility of provision is greater 
when one may have one trust agreement to 
cover several policies, or conversely, when 
one may dispose of the proceeds of one large 
policy under a complex plan by means of sev- 
eral trust agreements. 


“Spendthrift” Provisions in Policies 

Statutes today authorize the insertion in 
policies and supplemental agreements of 
“spendthrift” provisions in California, Colo- 
rado, Connecticut. Massachusetts, Minnesota, 
Nebraska, New York, Ohio, Pennsylvania, 
Vermont and Wisconsin. That is to say, they 
validate an agreement between the insured 
and the company that the interest of the 
beneficiary shall be free from the claims of 
his creditors, not subject to legal proceedings 
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such as execution, attachment, garnishment 
or creditors’ bills, and shall not be capable 
of alienation. assignment, anticipation, com- 
mutation or encumbrance. The statement 
just made is of the maximum scope of the 
provisions and is true with variations in de- 
gree of explicitness of the statutes in all the 
states mentioned except Connecticut. Ver- 
mont and Wisconsin. In these three states 
the statutes. in general terms, provide merely 
for contracts exempting the interest of the 
beneficiary from the claims of his creditors. 

In Vermont, the privilege is accorded only 
to trust agreements: in California, Minne- 
sota, Nebraska and Ohio, the statutes seem 
to speak only of policy provisions: but in 
Colorado, Connecticut, Massachusetts, New 
York, Pennsylvania and Wisconsin, the legis- 
lation contemplates, apparently, the inclusion 
of such limitations both in policy provisions 
and trust agreements. 


Policy Contracts With Trust Agreement 
Clauses 
All the trust agreements contain clauses 
designed to assure the continued receipt by 
the beneficiary of the designated payments 
regardless of what either he or his creditors 
may have done. It will be remembered that 


all of the trust agreements are supposed to 
be governed by the law of the state where 
the home-office is located, irrespective of the 
law of the insured’s or benficiary’s state. 
And it will be recalled that statutes in all of 
these home-office states, Connecticut, New 
York and Vermont. definitely authorize such 
provisions in trust agreements. 

Taking advantage of the legislation here 
summarized. however, several companies, 
with or without trust powers, are now en- 
tering into policy contracts with similar 
clauses. These, it will be noted, are probably 
governed by the law of the state where the 
insured resided. Until this legislation, most 
companies seem to have thought that the re- 
lationship between the insurer and the bene- 
ficiary in the policy contract was that of 
debtor and creditor. prohibiting any “spend- 
thrift” provision save either forfeiture and 
remainder over, or forfeiture of right to re- 
ceive the stipulated amounts and substitution 
of a discretionary power upon the part of 
the insurer to make such payments and in 
such amounts as it deemed wise. This is the 
second exception previously reserved to the 
statement that both in policy contracts and 
trust agreements, the company always under- 
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takes only to make payment of designated 
amounts, at specified times, and that it does 
not assume discretionary duties, And, as one 
company executive has testified, the adminis- 
tration of the insurer’s discretionary respon- 
sibility in a situation of the sort just men- 
tioned has caused no little distress to the 
routine of management. 

Some of the companies issuing trust ayree- 
ments announce that they will not, in spite 
of the effort to have the favorable law of the 
home-office state control, issue such an agree- 
ment where the law of the state in which the 
insured or beneficiary resides appears to be 
inimical to its enforcement. These announce- 
ments perhaps have reference both to the lo- 
eal law relating to remoteness of vesting of 
future interests and to “spendthrift” provi- 
sions. Where, however, the local law is not 
likely thus to be offended, some actuaries 
and life counsel are of the opinion that ever 
in the absence of statute, the same type of 
“spendthrift” provision should be equally 
valid in policy settlements and in trust pro- 
visions. 


Policy Trust Agreement Not “Ultra Vires” 
Assuming that installment payments un- 
der life policies are not objectionable merely 
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because of the deferred time of payment, and 
no one contends for that, it would seem, un- 
less more regard is to be had for labels than 
for what the company actually does, that 
even in the absence of statute or charter 
provisions, a trust agreement would not be 
held ultra vires. The point referred to ear- 
lier in the paper respecting germaneness is 
well taken. But a better reason is that the 
trust agreement appears not to be essentially 
different from the policy provision. Control 
by the law of the home-office state more near- 
ly guarantees the applicability of the law of 
the sovereign which issued the charter than 
does the practice with reference to the ordi- 
nary life policy. The use of the trust agree- 
ment as a consolidated disposition of the pro- 
ceeds of several policies creates no difficulty 
except that of an accurate integration of the 
several policies. And a number of companies 
are making a precisely similar agreement, 
leaving out words denoting a trust, with ref- 
erence to groups of what were originally 
lump-sum policies. A court might feel so 
strongly the purpose of the rule against re- 
moteness as to upset the evasion of that rule 
by means of several trust agreements under 
one policy, but the ground taken need not be 
lack of capacity. 

Unless the law of the state of incorporation 
were inimical to spendthrift trusts generally, 
so as to induce the court to delve deeply for 
some ground on which to base its attack, the 
spendthrift aspect of the trust agreement 
should not be a factor in the ultra vires ques- 
tion. For it does not extend the affirmative 
activities of the company beyond that of in- 
surance functions. Rather, it safeguards lit- 
eral compliance, by requiring the payments 
to be made direct to the beneficiaries, and to 
no one else. And as has been seen, while 
some policy previsions impose, in the event of 
forfeiture, discretionary duties on the com- 
pany, no trust agreement does. 


An Interesting Point 

Mr. Stephenson in his book on “Living 
Trusts” has asked the question: “Can a 
New York insurance company clothed with 
trust powers by the State of New York ad- 
minister a trust arising from insurance for 
the benefit of a resident of North Carolina 
when the laws of North Carolina do not per- 
mit a foreign trust company to do business 
in the state?’ His context indicates that he 
is thinking of a “contract that undertook to 
give discretionary powers to an insurance 
company.” There is as yet, however, no rea- 
son to believe that the insurance companies 
now entering into trust agreements will ac- 
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cept discretionary functions. On the con- 
trary, they advise customers desiring such 
seek a trust company. But the 
laws of North Carolina do not forbid a for- 
eign trust company to do any business in the 
state. Section 1180 of the Consolidated 
Statutes merely provides: “A corporation 
created by another state... is not eligible or 
entitled to qualify in this state as executor, 
administrator, guardian or trustee under the 
will of any person domiciled in this state at 
the time of his death.” An insurance com- 
pany handling deferred payments under a 
trust agreement is not acting under a will. 
No other statute has been found applicable. 
Neither the Insurance Commissioner nor the 
Corporation Commission of North Carolina 
has had oceasion to rule on the question. 
Trust agreements are so handled by one 
Vermont company (which the word 
“fiduciary” instead of “trust’’?) as not to be 
subject to the control of state insurance de- 
partments. The New York Insurance De- 
partment reports: “If forms of fiduciary or 
trust agreement for in connection with 
life policies were presented to this Depart- 
ment for approval, by either a domestic or 
authorized foreign life insurance company, 
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they would be required to conform to our 
statutes, inasmuch as the Department would 
presume that their presentation for approval] 
was an admission that our statutes controlled 
them. Whether or not our statutes [relating 
to perpetuities] control may depend largely 
upon one or more of several factors: (1) in- 
sured’s domicile, (2) trustee’s domicile, (3) 
cestui’s domicile, (4) place where trust is to 
be administered, (5) jurisdiction with which 
on the whole the trust appears to have the 
most substantial connection.” 

An Iowa statute expressly provides that 
trust agreement shall not be subject to the 
state banking or trust company laws, but 
shall, instead, be supervised by the Insur- 
ance Commissioner. The question seems not 
to have arisen in North Carolina. For the 
reasons suggested above in connection with 
the matter of corporate capacity, the Iowa 
statute is believed to state the desirable rule. 
An insurance company ought not to be able 
to escape all supervision of its administra- 
tion of trust or fiduciary services, by use of 
a term which does not alter its principal 
fi.nction, especially when that term denotes 
an assumption of an unusual responsibility. 
And the insurance department, by virtue of 
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its other contacts with the insurance busi- 
ness and with this company, is better fitted 
than the banking department to deal with 
the matter. 


Case Law Limited to Two Decisions 

In spite of the fact that deferred payment 
settlements in policies have been common 
since the late ’90s, the statutes have author- 
ized trust agreements in the states previ- 
ously noted for periods of from ten to seven- 
teen years, and that one company has en- 
tered into trust agreements under its charter 
for forty years, the case law with respect to 
their essential juristic character consists of 
only two trial court decisions. This is per- 
haps due to the care with which every con- 
ceivable contingency has usually been pre- 
pared for in advance, and to the absence of 
broad discretionary powers. There has been 
little or no occasion for the companies to 
bring either bills for instructions, interplead- 
er or declaratory judgment proceedings. 

(Note: Dr. Van Hecke, in his paper, nert 
discusses the tivo important trial court deci- 
sions, namely Cronbach vs. Aetna Life In- 
surance Company and New York Life Insur- 
ance Company vs, O’Brien, relating to the 
validity of deferred paument settlements in 


policies and the assumption of trust powers 
by life insurance companies. Summarizing 
these two decisions, Dr. Van Hecke continues 
as follows :) 


Legal Grounds Assumed by Life Insurance 
Companies 

Both parties took the position that the 
relationship was that of trust, and the court 
made the same assumption. Indeed, it put 
its decision solely on that basis, whereas in 
the former case, the substitution of trustees 
point was incidental to the change of bene- 
ficiary issue and was abandoned on appeal. 
Moreover, in the New York Life case, there 
was more basis for a trust, the trust agree- 
ment. But what the company was to do 
under that agreement was precisely of the 
same character as the Aetna’s duties under 
the policy provision, except that the latter 
arrangement became subject to more complex 
contingencies at the election of the benefi- 
ciary after twenty years. Both results were 
obviously inevitable under the circumstances. 
The important thing, however, is that the 
two courts unhesitatingly proceeded on a 
trust instead of a debtor and creditor basis, 
and this, in the Vew York Life case, in the 
face of a full revelation, by way of objections 
to the motions, of all of the novel aspects 
of the situation: the definiteness of time and 
amount of payments, the “mingling” of the 
proceeds with the corporate assets generally 
(lack of segregation of a specific res), the 
stipulation that New York law should con- 
trol, and the dual function, first as insurer 
then as trustee, of the same company. 


Debt or Trust Category 

Whether these two cases point in the di- 
rection which courts will or should go in 
dealing with policy provisions and_ trust 
agreements, is a question. When the issue 
is squarely presented as to whether the re 
lationship should be put in the debt or trust 
category, a considerable number of analogies 
will be found available to help overcome the 
absence of discretionary responsibility and 
the lack of a specific subjeet matter for a 
trust. These are ably and exhaustively dealt 
with in Mr. Horton’s scholarly little book on 
The Power of an Insured to Control the Pro- 
ceeds of His Policies and in a note in the 
Yale Law Journal. 

Several factors should be remembered, how- 
ever, in attempting to argue from the situa- 
tions there discussed, in which courts have 
dealt in terms of trust with what would by 
conventional tests be regarded normally as 
debts. One is that parallel situations of fact 
are not likely to arise in connection with life 
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insurance proceeds. Thus, under modern reg- 
ulations as to legal reserve, reinsurance and 
state supervision generally, while companies 
do fail with resulting loss to stockholders, 
policyholders are uniformly protected in full. 
Nor do the companies fail in the sense that 
they become unable to meet their obligations 
to policyholders. A few are the victims of 
unscrupulous officers, but most of them find 
the cost of acquiring new business prohibitive 
and they get out of the insurance business, 
turning over assets to cover policy obliga- 
tions to other companies. Indeed, one actu- 
ary has reported, “most of these ‘failures’ 
have been of distinct benefit to the policy- 
holders, since the reinsurer is generally a 
strong, ably managed company which can 
offer the policyholder many advantages 
which he might never have enjoyed had the 
original company kept up the struggle.’ The 
point is, that cases where courts have resort- 
ed to trust concepts to justify preferences 
among creditors of insolvent banks, for ex- 
arople, will be of little force in connection 
With insurance problems other than the in- 
surer’s insolvency. 

Since the principal objective of the trust 
agreement has been the effectuation of 
“spendthrift” restrictions, the question re- 
mains: What attitude should be adopted 
toward these clauses by the courts in North 
Carolina, which have consistently denied to 
the settlor in a conventional trust. the privi- 
lege thus to limit the rights of the creditors 
of the cestui? There seems to be no decision 
in point, here or elsewhere. In the majority 
of American states, where “spendthrift 
trusts” are upheld, there would seem to be 
little doubt that, for the reasons given in 
earlier parts of this paper. “spendthrift” pro- 
visions will be upheld, even in the absence 
of statute, both under policy provisions and 
trust agreements. In the minority of states, 
however, and particularly in North Carolina, 
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the reverse is not necessarily true. There are 
complicating factors. 

The statute permitting exemptions under 
trusts created by will or deed, where the an- 
nual income does not exceed $500, and where 
that income is to be expended for support 
and maintenance in behalf of the cestui, does 
not apply. For the trust under consideration, 
if there be one. does not arise under a will or 
deed, and no company will undertake to pay 
the funds into hands other than those of the 
beneficiary. The fact that the statute makes 
void any stipulation in a “contract of insur- 
ance” that it is to be governed by the law 
of another state, does not settle the matter, 
even if it be conceded that there is no dis- 
tinction, in view of the purpose of the stat- 
ute, between polices and trust agreements. 
Rather, the conflict will be, it is predicted, 
between the policy found in the decisions 
denying effect to “spendthrift trusts,” and 
that emanating from two new statutes, one 
enacted in 1925 and the other in 1927. These 
statutes do not purport merely to authorize 
or validate “spendthrift’’ provisions in con- 
nection with life insurance; they go farther, 
and automatically exempt insurance pay- 
ments from the claims of the creditors of 
the beneficiary. first. as to group insurance, 
and second, as to non-profit life benefit asso- 
ciation insurance. There is no necessary lim- 
itation on the amount of such policies; nor 
any indication in the statutes that their pro- 
visions are limited to benefits under local 
companies. Add to these statutes the con- 
stitutional provision exempting the proceeds 
of the husband’s insurance, in the hands of 
his widow and children. from claims of eredi- 
tors of the insured, and it may be that the 
court would now hold that the policy of the 
law of North Carolina against “spendthrift 
trusts” generally can be said to have been 
relaxed in favor of the beneficiaries of life 
insurance. 
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in actual operation.) 


HI essence of a sound accounting sys- 
tem for the trust department is the 

adoption of a sound plan and 
assurance that such plan will be carried out 
rigidly in all of its details. In planning a 
system it is, of take 
into the 
department for which it is designed, and 
the estimated growth which the de- 
partment may reasonably expect to enjoy 
in the future. This may be gauged somewhat 
by a survey of the field which the particular 
department might rightfully expect to serve. 
This discussion. however, pertains particu- 
larly to a sound basie plan, rather than the 
size of the department and the plan should 
be the same in the case of a 
department, although it might be handled 
to advantage in a somewhat different way. 
Obviously an accounting system for a large 
departmentalized trust department would be 
different from an accounting system designed 
for a new or a small trust department, never- 
theless both departments would 
sound basie plan. 

There are certain fundamentals that should 
be embodied in every accounting system, and 
every system should be simple so that it 
will be easily understood, adequate in that 
it should provide full and complete informa- 
tion in connection with every account, and 
under proper control and audit to insure ab- 
solute accuracy. 
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course, necessary to 
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require a 


Basic Records 
The basic records pertaining to the lia- 
bility of the department to its customers 
are: Journal and General Ledger. 
The basic records pertaining to the indi- 
vidual accounts are: Cash Principal, Cash 
Income and Asset Records. The asset records 
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should be handled by 
stocks, mortgazes, 
and miscellaneous 
should be shown a complete description of 
the item, the inventory value, the 
maturity date, if any, interest or dividend 
rate, interest or dividend payment dates, ete. 


Classifications. such as 
real estate 
these records* 


bonds. notes, 


items. On 


eost or 


History record: On this record there should 
be entered all pertinent information relating 
to the individual account. 

In addition to the already 
mentioned. there must be some original reec- 
ords pertaining to each separate transaction. 
In the case of cash this would be the orig- 
inal credit tickets made out in the teller’s 
cage at the time the funds are received, and 
for disbursements the copy of the voucher 
would be the original debit. In the case 
of securities a copy of the original receipt 
issued to the customer or the “In” and “Out” 
tickets would act as the original record. 

The American Bankers Association Com- 
mittee on Trust Accounting System was 
given the task of preparing a simplified trust 
system for new trust departments, to com- 
prise a manual of operations and a set of 
forms. The committee has been at work for 
sometime and is now carefully reviewing a 
system. It is intended that this system 
when completed will be made available by 
the Trust Division of the American Bankers 
Association for distribution. The committee 
Was at once confronted with the problem of 
devising a system which would be funda- 
mentally sound and yet be simple enough to 
be adapted to the requirements in any juris- 
diction where it might be used and, at the 
same time, be the foundation for a system 
that would permit of considerable expansion 
without necessity of changing the basic plan. 


book records 
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Simplified Plan in Course of Preparation 

It may be worth while to describe some- 
what in detail the American Bankers Asso- 
ciation simplified system now in process of 
preparation. The book records are: Journal, 
general ledger, and individual trust ledger 
with the following adjuncts: Debit and credit 
tickets, cards for investment record, depart- 
ment tickler and trust voucher. 

The Journal is a book of original entry 
in which each transaction in every trust is 
noted. The general ledger is the generally 
used form. The individual trust records, 
wherein are carried the complete transac- 
tions of each estate or trust, comprise the 
following sheets: Condition or history of 
trust, principal control, bonds, stocks, mort- 
gages, notes, real estate, miscellaneous, prin- 
cipal cash and income cash. 

These records are to be posted by pen and 
ink. It is intended that the debit and credit 
tickets are to be posted to the Journal, the 
daily totals from the Journal posted to the 
general ledger, and the individual transac- 
tions appearing on the Journal posted to the 
individual trust accounts. 


Record of Original Entry and Securities 
Control 

One of the basic features of any account- 
ing system is the book or record of original 
entry. As previously stated, the book of orig- 
inal entry, as pertains to cash and _ securi- 
ties, is the journal. All transactions are en- 
tered on this journal in detail and every 
security received is debited to its proper 
classification and credited to the department's 
principal liability, and will, therefore, appear 
on the department's balance sheet as a lia- 
bility of the department to its several ac- 
counts for the amount at which it is carried. 
It will be noted that a double entry bookkeep- 
ing system has been adopted and each debit 
entry on the journal has an offsetting credit 
entry and each credit entry an _ offsetting 
debit entry. This provides the totals neces- 
sary to give at all times the liability of the 
department to its various accounts. 

The question of the value used in control- 
ling securities is a mooted and in the 
American Association system the 
plan is to carry securities at their cost price 
or inventory value. In using this plan it is 
absolutely necessary that the inventory yal- 
ascertained the items can be 
properly entered on the journal and posted 
to the various accounts. Where this value 
cannot be ascertained the day that the se- 
curities are received it will either be neces- 
sary to hold up the entry, or place the se- 


one 
Bankers 


ues be before 


curity on the record of original entry at an 
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estimated value later to be adjusted to the 
proper value. Instead of using actual values, 
a control value may be used. 

This feature of control for securities is 
used by some of the larger trust departments 
and it may be interesting to describe it some- 
what. The amounts used are not intended to 
represent a value of any kind but are simply 
uniform arbitrary amounts to control each 
class of asset. By uniform amounts I mean 
that the control used for each class does not 
vary, notwithstanding the inventory or cost 
price. For instance if the control values used 
are: On stocks—$1 per share and on bonds— 
their par value, these amounts are used 
whenever any stocks and bonds are received 
and the liability control of the department 
to its trust accounts immediately reflects aa 
increase of stocks or an increase in bonds. 
After once being entered in this manner the 
securities are under absolute control and 
must be accounted for at the proper time. 


Inventory or Cost Price of Securities 

The question then arises as to the inven- 
tory or cost prices of these securities which 
are entered at a control amount. This might 
at first seem to be an objection but to my 
mind it is not. Your first concern should be 
to make sure you have the securities entered 
on your and that they cannot get 
away without the proper authorization. After 
this is done the proper records 
up showing the inventory or cost price of 
each item. The usual plan for accomplish- 
ing this is to have printed on each security 
card a column to this value which 
in the case of securities purchased may be 
obtained from the principal records, 
and in the case of securities received 
the appraisal as soon as made. If a 


books 


can be set 


record 


eash 
froin 
trust 
under a will, from the executor’s accounting. 

It is 
one 


often 
value in 


necessary to than 


assets, 


carry more 
With trust 
In the case of trusts originating before March 
1, 1915, it is necessary to have the inventory 
price and then the Mareh 1, 1913 
value for Federal Income Tax purposes. In 
North Carolina our Income Tax Law went 
into effect on January 1, 1921, and it is 
therefore necessary to carry this value also. 
We have previously provided for recording 
the inventory value by an entry on the face 
of the security sheet or card. 


connection 


or Cost 


The values for 
other purposes may conveniently be placed 
on the back of such security records. As se- 
curities are sold these records are adjusted 
in accordance with the government or state 
regulations by making a deduction equal to 
the amount 
ties sold. 


of the basis used for the securi- 


Rights, of course, affect these val- 
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ues which must 
sold or exercised. 


be adjusted as rights are 


Uniform Amount for Control 

Some of the advantages in using a uniform 
amount for control purposes in entering se- 
curities on the books are: 

1. Securities may be entered on books at 
once without waiting to obtain appraisal in 
the case of securities received. 

2. Securities can be readily 
from vault as the control 
their withdrawal is not 
tory value, but is a 
share or the par value. 

3. In handling withdrawals from the vault 
it eliminates the need for ascertaining the 
purchase price, as would be the case if a 
control amount was. not used, and therefore 
simplifies each security transaction in that 
it is not necessary to refer to the books to 
find out the amount for which the particu- 
lar security was originally entered. 

4. The balance of each security card or 
sheet reflects at a glance either the number 
of shares held or the par value held. This is 
valuable information as pertains to each ac- 
count, also to the department as a whole. 

5. Eliminates the necessity of making ad- 
justing entries when securities are sold at a 
gain over inventory value or at a loss under 
inventory value. 


withdrawn 
amount used in 
their cost or inven- 
uniform amount per 


It is true that a fiduciary is charged with 
the assets received at their inventory value 
and must account for any gain on 
the same. Therefore, inventory values must 
be a part of the permanent records but need 
not be used on the books to control securi- 
ties on hand and in the vault. There is 
only one way to show the status of an estate 
or trust and that forth in a 
accounting in schedule form a record of the 
assets received and the values at which 
they were charged to the fiduciary. This is 
the starting point and then follows a record 
of all intervening transactions involving ex- 
change of securities, sales and reinvestments, 
ending with a schedule of the securities on 
hand giving their market 
date of the accounting. 


loss or 


is to set proper 


value as of the 
Neither in a large 
or in a small trust department is it possible 
to keep books showing such a statement of 
condition daily. This must be compiled using 
the inventory values, also the market values 
on the day on which it is necessary to ac- 
count. 

All that is required in a sound accounting 
system with respect to securities, is to have 
a positive control of the securities while 
held and keep readily available the necessary 
information as to description, cost or inven- 
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tory value, and record of sale or disposition. 
The cash records must of necessity show 
the transactions as to all purchases. The 
value of a trust fund changes from day to 
day and the total value can only be ascer- 
tained by an actual valuation on any day. 
Such daily information is not needed and to 
obtain it daily would be physically impos- 
sible in a large department. 


Control of Trust Securities 

While I have dwelt at some length on the 
method of handling securities where a unit 
or control value is used, this has been done 
only for the purpose of suggesting both the 
advantages and the objections. The unit or 
control value plan has, to a certain extent 
im this paper, been compared with the in- 
ventory plan, which I believe the A. B. A. 
Committee on Trust Accounting will adopt 
unanimously in connection with the proposed 
simplified system for new or small trust de- 
partments. Personally I would not consider 
recommending for the A. B. A. Simplified 
System any plan which did not provide that 
securities be carried on the books for con- 
trol and other purposes at their inventory 
or cost price. 

Any adequate trust system should provide 
for the careful and safe handling of se- 
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curities and the keeping of them under con- 
trol. Here again one of the essentials is 
simplicity to as great a degree as possible. 
Dual control is a prerequisite in any plan. 
Those entrusted with the responsibility of 
the care of securities are entitled to have 
every known safeguard exercised for their 
own protection as well as that of the trust 
department itself. For this reason, if for 
no other, vault officials and those entrusted 
with the responsibility of the care of securi- 
ties will welcome dual control of the prop- 
erty in their care. 

The general consensus of opinion is, that 
there is much more danger in securities not 
being properly handled when first received, 
than there is after they have been entered 
on the books, and I believe this is very true. 
Obviously then, a sound plan should also 
provide for their control from the time they 
enter the department until they are placed 
on the records and deposited in the vaults. 
This is accomplished through the use of 
formal receipts with an auditor's copy. It is 
assumed that all securities going to or re- 
ceived from the vaults are accompanied by a 
ticket with sufficient copies for all purposes. 
One of these copies must go to the auditor 
after having been signed by the vault re- 
ceiving clerk. The auditors’ copies of the 
original receipts are checked each day in 
the auditing department with the signed 
tickets received from the vault, to see that 
all securities received have found their way 
to the vault. After having been entered on 
the an inventory or other value, 
they are then under control as far as the 
books go and must be accounted for 
ever the periodic audits are made. 


books at 
when- 


Installation of Machine Bookkeeping Systems 

A number of the larger trust departments 
have now installed, or are contemplating the 
installation of machine bookkeeping systems. 
Such a system is just as applicable to the 
smaller departments. However, the cost pre- 
vents many from making the change who 
might otherwise do so. Also the task in- 
volved in making the change, perhaps, has 
prevented some of the larger departments 
from adopting machine bookkeeping, not- 
withstanding the fact that they recognize its 
benefits. 

Whether to use machine bookkeeping cr 
pen and ink bookkeeping is a matter that 
involves cost, volume of work, and legibility 
of records. It is not primarily one of sound 
accounting practice since the fundamental 
principles will be the same if the system is 
properly designed. The use of an accounting 
machine in trust department work practically 
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eliminates the risk of mathematical errors. 
When used it is possible to prepare a run- 
ning journal at the same time that the se- 
curity and cash records are posted. Old bal- 
ances involving both securities and cash are 
picked up, debits and credits are posted and 
new balances shown. The debits and credits 
are accumulated for both cash and securi- 
ties and these totals must agree with the 
predetermined totals as ascertained by some- 
one other than the bookkeeper. 

In addition to the legibility and mathe- 
matical accuracy of machine bookkeeping 
some have found that considerable time is 
saved, as compared with hand bookkeeping. 
Others have not found this to be so. Whether 
there is any saving of time involved prob- 
ably depends upon the system formerly used 
and the accuracy and rapidity of the book- 
keepers, also the system used in connection 
with the machine installation. Some trust 
departments are making their statements for 
beneficiaries at the same time that they post 
their principal and income 
the use of a carbon copy, 
ean be done it naturally results in a con- 
siderable saving of time. Others provide 
their beneficiaries and interested parties with 
photostat copies of the cash transactions an: 
others continue to type such statements from 
their cash records. This is a matter that can 
be handled in either of the above ways ac- 
cording to which proves to be the most sat- 
isfactory. 


cash sheets by 
and where this 


Subsidiary Records 


An adequate trust accounting system must 
provide for the establishment of various sub- 
sidiary records, all of which may be com- 
piled from the basic records heretofore men- 
tioned. Such will comprise real 
estate ledgers, giving complete description of 
the property and all pertinent information 
as to the condition of the property, rents re- 


records 


ceived, repairs made, insurance coverage and 
expiration of policies. Obviously it will be 
necessary to have an insurance expiration 
tickler and other tickler records, 
records as to notes providing information at 
the proper time as to maturity of the note 
itself, interest payments, etc., tickler records 
to come up at the proper time showing when 
dividend and interest payments are due: 
amortization records where required in con- 
nection with bonds purchased at a premium, 
and income tax records on which is posted 
periodically under a proper classification the 
information necessary to compile proper 
income tax returns. 


necessary 


(Continued on page 577) 











PROPOSED UNIFORM LAW GOVERNING CORPORATE 
DIVIDENDS AND SHARE RIGHTS UNDER 
TRUST INSTRUMENTS 


TREATMENT OF PREMIUM AND DISCOUNT ON BONDS 


HARLES FE. CLARK, dean of Yale 

University Law School and draftsman 

for the committee of Conference of 
Commissioners on Uniform State Laws, 
which has been engaged since 1926 in draft- 
ing a uniform principal and income act to 
determine principal and income as between 
life tenants and remaindermen under trust 
instruments, has favored TRUST COMPANIES 
Magazine with the latest revision of two 
sections of the proposed act which have the 
most interest for trust officers. These re- 
late to the important provisions governing 
the apportionment of corporate dividends 
and share rights and the troublesome ques- 
tion of handling premium and_ discount 
bonds in trust estates. 

Dean Clark advises that while other and 
broader sections of the proposed principal 
and income act are subject to further re- 
view and possible change in the fourth drafts 
to be presented at the coming annual 
meeting of the commissioners, the sections 
herewith submitted, are not expected to 
differ materially in the final draft. The 
text of these provisions reads as follows: 

DRAFT OF PROVISIONS 

[Corporate Dividends and Share Rights ] 

(1) All dividends on shares of a 
eorporation which form a_ part of 
the principal and are payable in 
the shares of the corporation shall 
be deemed principal. Subject to the 
provisions of this section, all dividends 
payable otherwise than in the shares 
of the corporation itself, including 
ordinary and extraordinary dividends 
and dividends payable in shares or 
other securities or obligations of cor- 
porations other than the ;declaring 
corporation, shall be deemed income. 

Where the trustee shall have the 

option of receiving a dividend either 

in cash or in the shares of the de- 

claring corporation, it shall be con- 

sidered as a cash dividend and deemed 
income, irrespective of the choice made 

by the trustee. 


(2) All rights to subscribe to the 
shares or other securities or obliga- 
tions of a corporation accruing on ac- 
count of the ownership of shares or 
other securities in such corporation, 
and the proceeds of any sale of such 
rights, shall be deemed principal. All 
rights to subscribe to the shares or 
other securities or obligations of a cor- 
poration accruing on account of the 
ownership of shares in another cor- 
poration, and the proceeds of any sale 
of such rights, shall be deemed income. 

(3) Where the assets of a corpora- 
tion are liquidated, amounts paid upon 
corporate shares as cash dividends 
declared before such liquidation oc- 
cured or as arrears of preferred or 
guaranteed dividends shall be deemed 
income; all other amounts paid upon 
corporate shares on disbursement of 
the corporate assets to the stock- 
holders shall be deemed principal. 
All disbursements of corporate assets 
to the stockholders, whenever made, 
which are designated by the corpora- 
tion as a return of capital or division 
of corporate property shall be deemed 
principal. 

(4) Where a corporation succeeds 
another by merger, consolidation or 
reorganization or otherwise acquires 
its assets, and the corporate shares 
of the succeeding corporation are 
issued in substitution for those of the 
original corporation, the two corpora- 
tions shall be considered a single cor- 
poration in applying the provisions of 
this section. sut two corporations 
shall not be considered a single cor- 
poration under this section merely be- 
cause one owns corporate shares of, 
or otherwise controls or directs the 
other. 

(5) For the purposes of applying 
this section the date when a dividend 
accrues to the person who is entitled 
to it shall be the date specified by 
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The Home Life Insurance Company is pledged to a policy of genuine 
and active cooperation with corporate fiduciaries in that field of common 
service to its policy holders in which their interests are most advantage- 
ously served and protected through the creation of Insurance Trusts. 





the corporation as the one on which 
the stockholders entitled thereto are 
determined, or, in default thereof, 
the date of declaration of the dividend. 


SECTION 6. 
[Premium and Discount Bonds ] 

Where any part of the principal 
consists of bonds or other obligations 
for the payment of money, they shall 
be deemed principal at their inventory 
value or in default thereof at their 
market value, at the time the principal 
is established, or at their cost where 
purchased later, regardless of their 
par or maturity value; and upon their 
respective maturities or upon their 
sale, any loss or gain realized thereon 
shall fall upon or enure to the prin- 
cipal. 


As to Amortization and Accumulation 

It will be noted that Section 6 provides 
for neither amortization of premiums nor 
accumulation of discounts on bonds. Explain- 
ing the reasons for arriving at this decision, 
Dean Clark stated at the Mid-Winter Trust 
Conference in New York last year: 

“Where a bond is purchased at a premium 
and is held until maturity it is obvious 
that unless provision is made therefor the 
principal has gone off in value to the extent 
of the premium. Yet it is just as obvious 
that in the reverse case where the bond was 
bought at a discount, the principal has had 
value added to it. If premiums on bonds are 
to be amortized for the benefit of the re- 
mainderman, discounts should be accumu- 
lated for the tenant. But the courts gen- 
erally and the trust officers with only an 
isolated exception react against the accumu- 
lation of discounts because of the supposed 
hookkeeping difficulties involved. 


“To my mind this decision as to discounts 


should carry with it also the decision not 
to amortize premiums. The attempt at a 


fair and precise rule is already given up. 
But further is such precision necessary? 

“A trustee will ordinarily sell a bond be- 
fore maturity and if he has set up an amor- 
tization fund for it, he then has this on 
hand and does not know what to do with 
it. One trust officer wrote me of five trusts 
where an amortization charge averaging 51.$ 
cents was made semi-annually for ten years. 


This necessitated each time three posting 
mediums and four book entries for each 
trust. At the end of ten years the bonds 


were sold at a price in excess of their in- 
ventory value and the 700 entries had gone 
for naught. Further complications arise in 
the case of bonds callable before maturity. 
Again if the trust is well managed with good 
diversification of securities it would 
that a rule less pretentiously precise would 
achieve just as fair results. Accordingly our 
section six provides for neither amortization 
of premiums nor accumulation of discounts 
on bonds.” 


seem 


TRUST COMPANIES MAGAZINE 
ELECTED BY LIBRARIES 


Trust COMPANIES has been elected by li- 
braries throughout the United States to be 
one of the periodicals regularly indexed in 
the INDUSTRIAL ARTS INDEX. Our readers 
wishing to locate the contents in back num- 
bers of Trust COMPANIES may do so by con- 
sulting the INDUSTRIAL ARTS INDEX which is 
in many libraries. This should be kept in 
mind by those who have occasion to do re- 
search and statistical work. The INDUSTRIAL 
ArT INDEX compiles in one alphabet the ref- 
erences, business and industrial periodicals. 
The references are arranged by subject and 
are in one alphabet. 
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FOR SPEED 
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MACHINE 


Totals and balances printed by one key depression. 
No copying from totalizers. 


Writes several related records at one time. 
Automatic decimal tabulation and punctuation. 
Automatic tabulation between columns. 


Flat surface for quick insertion and accurate align- 
ment of forms. 


Cylinder platen for speed—the fastest method of 
mechanical posting. 


Errors corrected before they can be printed or 
added, by the depression of one key. 


Charges indicated by minus symbol (—). 
Credit balances designated by symbol, in red. 


Keyboards—typewriter and adding machine—con- 
densed in small area for efficient operation. 


Complete date—month, day and year—printed 
automatically. 


Closed accounts automatically designated by the 
symbol ‘‘O”’’, 


Burroughs Adding Machine Company, Detroit 
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ASCERTAINMENT AND ESTABLISHMENT OF ADEQUATE 
FEES FOR TRUST SERVICE 


CARE IN ACCEPTANCE OR SELECTION OF ACCOUNTS 


CHARLES F. ZUKOSKI, JR. 
Vice-president and Trust Officer, The First National Bank, Birmingham, Alabama 


(Epiror’s Nore: As a contribution to the recent Southern Trust Conference this paper 





deals specifically with problems attending the questions of adequate compensation for 
trust service as related to trust business in the Southern States. Because of the relatively 
smaller volume of business and its essential personal nature, the basis of compensation 
and fee schedules have not yielded to standardization to the degree which obtains in the 


leading states of the North. 
actual experience.) 


HIE task of inaugurating trust depart- 
ments in our Southern banks and trust 
companies has been largely the work 

of the last ten or fifteen years. Trust depart- 

ments in some of our institutions, of course, 
date back to times before the war. Their 
number, however, is few, and the volume of 
business they transacted in earlier days was 
comparatively small. Only in the past four 


vears has ‘trust business in the South been 
great enough and has the number of trust 
institutions been numerous enough to sup 


port the formation of a Southern Conference. 

In the development of this new function 
in banking it was but natural that emphasis 
should have been placed in the beginning 
upon the organization of departments, upon 
the selection of personnel, upon methods of 
accounting, upon policies to be pursued, upon 
plans for getting business, rather than upon 
the measure of compensation for the services 
rendered. This was true in the first place 
because it was recognized that no profit could 
be reasonably expected for a time, and in the 
second place because there was no experi- 
ence upon which a scale of fees could be 
based. There is justification therefore at this 
meeting of our Southern group to stop for a 
moment in our consideration of practice and 
policy to discuss profits and how they may 
be got at. 

In deciding upon charges for their trust 
services, Southern banks of course had the 
experience of the North and East to draw 
from. Trust business is essentially the same 
everywhere. But trust work in the South 
has its peculiarities. The country until lately 
has been largely rural and agricultura!. 
Large accumulations of wealth in the form 
of intangible property have been rare. Bank- 
ng institutions and their trust departments 





Mr. Zukoski’s paper is of practical interest as based upon 








have been small. Trust services have there- 
fore vielded less to standardization and have 
tended more to take the form of specialized 
attention to individual problems than in the 
North. It is consequently not strange that 
trust fees have differed in the two sections 
of the country and that attention has been 
given to prevailing differences in fixing them. 
Determination of Cost of Service 

The problem after all, in the South as 
elsewhere, is one of arriving at the cost of 
the service and of allowing a fair margin 
of profit over and above that cost. The diffi- 
culty lies in determining what cost is, and 
in allocating to the different types of trust 
service their proper portion of the burden. 
For trust service is not rendered in most 
cases in a day, or in a year; it is varied 
and runs over comparatively long periods. 
Ilow much time is given to any particular 
trust or estate, what part of the work is offi- 
cial, what part clerical. what degree of re- 
sponsibility is involved. are all matters diffi- 
cult of measurement. And the calculation of 
total cost of operation, involving as it does 
iu segregation of the proper part of such 
items as the institution’s total rent, over- 
head expense and advertising outlay, is by 
no means free from difficulty. 

Until sufficient size can be achieved, where 
departmentalization and cost accounting by 
divisions are possible, it is doubtful if any 
very exact basis of compensation can be as- 
certained. We are faced, nevertheless. with 
the necessity of treating with things as they 
now are and of fixing fees, even on incom- 
plete data, upon a scale which will return 
a profit. Our problem then, is to go to some 


trouble to determine with reasonable accu- 
racy What our trust departments are cost- 
ing us, and given that cost as a starting 
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point gradually to adjust our charges to yield 
a fair surplus. 


First Steps in Building Fee Schedule 

For a new trust department, the initial 
step in building a fee schedule for trust serv- 
ices obviously is to adopt the schedule of 
some other institution or group of institu- 
tions operating under similar conditions. In 
many cases the fee schedules worked out by 
the Trust Company Division of the Ameri- 
can Bankers Association and by state fidu- 
ciary associations will be a fair guide. As 
to some types of service, the fee schedules of 
the larger metropolitan trust institutions will 
prove helpful. Care should be taken, how- 
ever, to recognize the peculiarities of the 
Southern and the local situation and to adapt 
to those peculiarities any schedule used as a 
working basis. 

For trust departments which have had the 
benefit of some years experience of operation 
the first step in a reconsideration of fees 
should be an analysis of costs. What is the 
institution actually expending in the mainte- 
nance of its trust department? The best 
guide for that study which I have found 
available is the report of the Trust Company 
Division's Committee on Trust Costs and 
Charges published in the Proceedings of the 
Mid-Winter Trust Conference held in Feb- 
ruary, 1930. In that report the items of 
cost which should go into the analysis are 
earefully enumerated and discussed and the 
basis is laid down for an adequate compu- 
tation of trust department costs as a whole. 
It is my belief that every trust department 
should at least once annually caleulate its 
costs for the year upon such a basis. 

Having worked out the total cost of opera- 
tion and knowing from the and com- 
missions account the gross income of the 
department, there will then be available fair- 
ly accurate and convincing evidence of profit 
Weight will of course have to be 
any unusually large which 
may have been collected or to any unusually 
large items of expenditure. Due allowance 
must be made for services of consequence 
which were rendered but not paid for during 
the period under examination. The adjusted 
result, however, will throw considerable light 
on the adequacy of the existing fee schedule 
as a whole. 


fees 


or loss. 


given to fees 


There is at once suggested, of course, the 
question of how large the profit should be. 
The Committee on Costs and Charges sent 
out questionnaires to a number of banks 
throughout the country, asking them to enu- 
merate gross earnings and also to calculate 
their costs on the basis which the committee 
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had worked out. Of the banks answering 
these questionnaires 21 per cent showed net 
earnings of over 50 per cent of their gross. 
Twenty-one per cent showed net earnings of 
25 per cent or less. The average showed net 
earnings of approximately 87144 per cent of 
gross profits, which the committee regarded 
as a fair yield. The responsibilities and pos- 
sibilities of loss involved in trust work are 
such that a comparatively large return is 
well justified. 


Three Underlying Means of Fixing 
Compensation 

Fundamentally there are three underlying 
means of fixing compensation for trust seryv- 
ices. One is to provide for reasonable com- 
pensation to be determined as the volume 
and responsibility of the work become defi- 
nitely known. A second is to take a _ per- 
centage of the income which the trust actu- 
ally earns. A third is to charge a percentage 
of principal value handled. 

One banker, writing recently of the fail- 
ure of trust departments to show satisfactory 
returns, ventured the opinion “that individual 
trust business will not be profitable to the 
average bank until such time as its fees are 
based on the time and energy consumed in 
handling the estate rather than on the num- 
ber of dollars handled for the estate.’”’ The 
difficulty with this view, sound as it seems 
in theory, is two-fold. In the first place, 
even after work is done and some definite 
idea of the volume and responsibility in- 
volved is at hand, the department is still 
confronted with the difficulty of valuing pro- 
fessional service and of finding some yard- 
stick with which to measure it. In the see- 
ond place, has shown that the 
“reasonable basis leaves the door wide 
open to indefinite bargaining between trustee 
and beneficiary, with the trustee constantly 
confronted with dissatisfaction and even liti- 
gation. 


experience 
fee” 


The fee based on a percentage of income, 
while offering the advantage of compensa- 
tion commensurate with returns earned for 
beneficiaries, often is not fair to the trustee. 
Many trusts, consisting of real estate, local 
stocks, or other property earning little or 
no income, involve more labor on the part 
of the trustee than do other trusts of equal 


value, consisting of income-bearing securities. 


In such cases the return to 
inversely proportioned to 
service rendered. 

The third fees, a percentage of 
principal value, seems on the whole prefer- 
able to the other two. Incorporated in the 
instrument itself, it saves the creator of the 


the 
the 


trustee is 
size of the 


basis for 
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trust doubt as to what he is going to pay 
for the service. It avoids possible later con- 
flict with beneficiaries. It bases compensa- 
tion upon a factor, namely the size of the 
estate involved, which is much more likely 
to approximate the value of the service than 
is the amount of income which the trust for 
the time is able to earn. In some eases, 
perhaps, estates involving a large principal 
value, have small income and require com- 
paratively little attention, and in these a 
combination of the percentage of principal 
and the percentage of income methods may 
be desirable. 


Fee System Operation in Alabama 
Specifically it may be of value to consider 
briefly one schedule of fees which the writer 
has assisted in formulating. The schedule 


adopted by the corporate fiduciaries of the 


city of Birmingham has been tentatively 
adopted by the Alabama Fiduciaries Asso- 
ciation and fits conditions which probably 
prevail in other cities of our Southern Con- 
ference. 

Fees for acting as executor, administra- 
tor or guardian are fixed by court in Ala- 
bama in accordance with statutory provi- 
sions. No schedule for such services was 
therefore attempted. A like situation prob- 
ably prevails in most other states of the 
South. 

For acting as trustee of testamentary or 
voluntary trusts, or as agent under general 
powers of management, the compensation 
shall be one-half of one per cent of the fair 
value of the principal of the estate per 
nnum, or in cases where the fair value of 
rincipal cannot be easily ascertained, five 
per cent of the gross income, payable annu- 
lly, plus one per cent of principal for every 
ve years or fractional part thereof the trust 
lay continue, not to exceed a total of five 
er cent of principal, payable on termina- 
ion of the trust. 


TREASURER OF ENDOWMENT FUND, THE AMERICAN NATIONAL RED CROSS 


Resources over 
$19,000,000.00 





JOHN B. LARNER 
President 








In insurance trusts the fee shall be one- 
half of one per cent per annum of the fair 
value of the trust estate, except in cases 
where the trustee’s duty is to distribute the 
proceeds of insurance immediately, when a 
fee of one per cent of the fair value of the 
trust estate shall be charged. A termination 
or withdrawal fee is also desirable, although 
possibly not practicable in many cases. 

In all trusts, testamentary, voluntary or 
insurance, a minimum fee of $100 per annum 
shall be charged, except in the case of a 
trust consisting of cash or readily conver- 
tible securities, when a minimum fee of $50 
per annum shall be charged. 

In escrows, fees shall be based upon the 
actual services to be rendered, with a mini- 
mum of $10. In safekeeping accounts the 
fees shall run from one-tenth of one per cent 
to one-twentieth of one per cent per annum 
in the case of bonds and stocks, depending 
upon the total amount and size of blocks 
involved, with a minimum of $25. 

Schedules covering corporate work are 
more complicated and do not yield to brief 
treatment. They include in general an ac- 
ceptance fee, compensation based on current 
work and a closing charge. In working out 
these schedules, detailed standardization cov- 
ering every item of service is definitely pos- 
sible. 


Analysis to Ascertain Profitable or 
Unprofitable Business 

The real difficulty in building up a satis- 
factory fee schedule arises when it is sought 
to discover what types of business are inade- 
quately compensated. Given an unsatisfac- 
tory total profit, where does the cause lie? 
Unless the volume of business is such that 
it can be departmentalized, a condition not 
obtaining in many Southern trust institu- 
tions, it will be hard to know which busi- 
ness has been profitable and which has been 
conducted at a loss. 
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The search may well take the form of an 
analysis of typical individual cases, distrib- 
uted among the various kinds of service 
which the department is rendering. In sucu 
cases, complete history cards may be made, 
listing every step taken and the time given 
by officers and clerical staff. This record 
may be supplemented by computations of the 
number of bookkeeping transactions. of post- 
age, of stationery expense and of other items 
of outlay, and the whole may be increase‘ 
by an allocation of a part of overhead ex- 
pense. The resulting figure will in 
instances be illuminating when 
with the amount which the 
earned. 


many 
compared 
cases have 


It will be found in the average trust de- 
partment that a considerable volume of work 
is conducted for other departments of the 
institution. Escrows are handled. securities 
are held in safekeeping for commercial cus- 
tomers, the department acts as agent for 
transfer of the institution’s stock. Arrange- 
ments should be worked out whereby all of 
these services are placed upon a compensa- 
tory basis and whereby the fees are charged 
either to the outside parties served or to 
the department of the institution at 
instance the work is done. 
work done by the 
charged for. 

In the acceptance of business involving 
uncertain or unusual features, care should 
be taken to place the compensation of the 
department on a tentative basis, subject to 
adjustment iater as the precise nature of the 
work becomes known. Many accounts which 
are otherwise satisfactory involve more at- 
tention and more responsibility than is at 
first apparent. This is particularly true of 
special agencies and voluntary trusts and of 
certain types of corporate work. The avenue 
should be left open in such cases for enlarge- 
ment of the compensation should 
stances justify it. 


whose 
Every piece of 
department should be 


circum- 


Careful Selection of Business 

Too much emphasis cannot be placed upon 
the desirability of a careful selection of busi- 
ness. The temptation to take everything 
which is offered, especially in the new trust 
department, is great. The temptation to so- 
licit all kinds of prospects, large and small, 
just to be able to report so many new wills 
and so many new trusts, is not always suffi- 
ciently resisted. Yet an analysis of the ac- 
counts of many institutions will undoubtedly 
reveal that their unsatisfactory margin be- 
tween total costs and total income is not the 
result of an inadequate fee schedule but 
rather the consequence of a multiplicity of 
troublesome business. 
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Where individuals act as co-executors or 
co-trustees with the corporate fiduciary, the 
latter will in most cases carry the burden ot 
the work and should receive the full com- 
pensation which it would take if acting alone. 
The fees fixed by the schedules adopted 
should not be taken to include fees of. at- 
torneys. brokers, real estate agents or of 
other persons employed by the fiduciary to 
render service not reasonably required of 
the fiduciary. or expenses for travel, tele 
grams, court costs and other outside items. 

In scme Gases Competition with other fidu 
ciaries will make it difficult to adhere to 
schedules adopted. In others. unfamiliarity 
of the public with proper charges will have 
to be broken dewn. Everywhere it would 
seem desirable for fiduciaries in any given 
area to cooperate in the formulation of uni- 
form schedules. 

Trust departments of banks must in the 
end pay their own way. ‘Their responsibili- 
ties are such that they cannot merely exist 
as incidental adjuncts to banking service as 
a whole. 


? 2, 2 
SO “° 1. 


The Huntington National Bank of Hunt- 
banking resources 


ington, W. Va. reports 
$16,115,000 and trust resources $5,601,000. 

The Nashville Trust Company and Ameri- 
can Trust Company of Nashville, Tenn., have 
been merged. 





ATTRACTIVE HOME OF THE COMMERCIAL NATIONAL 
BANK OF HIGH POINT, NORTH CAROLINA 
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The Manhattan Company Building 
40 Wall Street, New York 


Increased facilities for service 


By means of a correspondent relationship with the Bank of 
Manhattan Trust Company, banks and trust companies 
throughout the country can supplement their own facilities 
and bring to their customers the complete financial services, 
large resources and world-wide connections of The Man- 
hattan Company group of financial institutions. The ser- 
vices of each of these companies which are specialists in their 
particular fields, are available to all customers of this bank. 





Bank of Manhattan Trust Company NewYork Title & Mortgage Company 


Domestic Banking and Trust Service Guaranteed Mortgages and Certificates 


International Acceptance Bank, Inc. National Mortgage Corporation 
Foreign Banking National Title and Mortgage Service 


International Manhattan Company 
Incorporated 
Investment Securities 





BANK OF MANHATTAN TRUST COMPANY 


MAIN OFFICE: 40 WALL STREET, NEW YORK 79 OFFICES IN GREATER NEW YORK 
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As the New ,York City member of the Marine Midland 


Group of Banks, The Marine Midland Trust Company has 
developed for the benefit of the out of town members of the 


Group complete and highly organized correspondent services. 


These services are equally available to our correspondents 


throughout the country. Your inquiry regarding fiduciary 
representation in this city is invited. 


The Marine Midland Trust Company 
of New York 
MAIN OFFICES: 120 BROADWAY 


MEMBER OF THE MARINE MIDLAND GROUP OF BANKS 


New York Criry, Marine Midland Trust Company . . Troy, The Manufacturers 
National Bank of Troy . . BincuHamron, Peoples Trust Company . . JouNnson Ciry, 
Workers Trust Company .. CortLanp, Cortland Trust Company .. RocHEster, Union 
Trust Company . . AtBion, Orleans County Trust Company . . Lockport, Niagara 
County National Bank é Trust Company .. BurraLo, Marine Trust Company .. Kast 
Aurora, Bank of East Aurora .. JAMEstown, Union Trust Company .. LACKAWANNA, 
Lackawanna National Bank . . SnypER, Bank of Snyder . . ToNAwANDA, First Trust 
Company . . Norra Tonawanpa, Stale Trust Company .. NIAGARA FAuus, Power 
City Trust Company. 








TRUST DEPARTMENT AS ANTIDOTE FOR LOW 
MONEY RATES 


SIGNIFICANCE OF TRUST ACTIVITY IN FACE OF “BUSINESS DEPRESSION” 


CARROLL D. MURPHY 
President, Carroll Dean Murphy, Inc. Advertising Agency 


(Epitor’s NOTE: 


The record-breaking activity maintained by trust departments dur- 


ing the past year, especially as regards new appointments under wills, living trusts, life 
insurance trusts and custodianship accounts has been described as “the one bright spot in 


American business” during a period of gloom and depression. 
and business arouses the public mind to the merits of fiduciary protection. 
of the following article dwells particularly upon 


Adversity in speculation 
The writer 
the advantages accruing to banking 


institutions which give due and energetic attention to development of trust business 
instead of waiting for higher interest rates or loaning activities and looking upon the 
trust department as “an investment in futures.” ) 


Glance at these national averages: 

New BuSINESS or TRUST COMPANIES 
35% more wills filed in 1930 than in 1929; 
35% more wills filed in 1929 than in 1928; 
35% more wills probated in 1930 than in 

1929; 
more wills probated in 1929 than in 

1928 ; 

449 more living 
1929 ; 

67% more dollars of living trusts in 1930 
than in 1929 ($1,013,769,4836—560 insti- 
tutions reporting) ; 

61% more insurance policies trusteed in 
1930 than in 1929, up to $4,000,000,000 
total out of $108,000,000,000 life insur- 
ance in force. 

If there were anywhere a manufacturer 
fortunate enough to have a showing like this, 
can you imagine what he would be doing? 
He would probably be dancing on top of his 
desk, issuing bonuses to all employees, send- 
ing out his salesmen for a bigger and better 
year, increasing his advertising and “letting 
the public in” on his stock at thirty times 
present earnings. 

Not so with a certain type of banker. He 
glues his downcast mind upon the interest 
rate. He insists that trust business is an 
“investment in futures.” He “maintains a 
receptive mood” toward the testament-and- 
trust consuming public. At least so it some- 
times seems from the attitude of certain 
banks that are not yet sales or market con- 
scious. But there must be some wonderful 
and inspiring exceptions, as evidenced by the 
spectacular growth of trust business in the 
face of depression and liquidation. And 


30% 


trusts in 1930 than in 


there are many trust institutions which are 
keenly alert to the new era that has come 
upon them and the unique opportunity with 
Which the present decade climaxes their 


years of patient work, of costly experience. 


Sources of Immediately Profitable Business 


It is good to see these alert, open minded 
trust departments going at it with coats off 
and finding fertile markets where others still 
think the soil is worn out and sterile. As on 
the irrigated farms of the west, they are find- 
ing out that New York, Chicago; Cleveland, 
Louisville, Philadelphia and other much so- 
licited trust markets, irrigated with streams 
of well organized sales effort, are still al- 
most virgin in their rich productivity of 
trust business. 

They are finding that certain types of 
trust business are readily sold and yield im- 
mediate income; that fees for trust services 
which have been underpaid can sometimes be 
priced upon a reasonable and profitable level 
without setting up any great increase in 
sales resistance. They are finding that in 
two, three or four years a well articulated 
trust drive begins to yield actual revenues 
of proportions important in the total net 
earnings of the bank. And they are discov- 
ering that nowhere do the typical systematic 
methods of an industrial sales department— 
market survey and appraisal; study of prod- 
uct for criticisms and talking points; far 
sighted marketing program and quota; per- 
sistent and intelligent advertising, mailing, 
sales management and _ solicitation—fit in 
more perfectly than in selling trust services. 

It is a good many years since certain 
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NUMBER OF 
APPOINTMENTS 
UNDER 
LIVING 
TRUST 
AGREEMENTS 


OF TRUSTEED 
PROPERTY 
UNDER 
LIVING 
TRUST 
AGREEMENTS 


APPOINTMENTS 
UNDER 
WILLS 
NOT YET 
OPERATIVE 


NUMBER OF 
TRUSTEED 
WILLS 
PROBATED 


“A”—Taking 1929 as 100%, this chart shows the percentage of increase in 1930 in trust 
company appointments under living trust agreements and in the value of the property so 
trusteed; also in the number of trusteed wills probated and the number of appointments 


under wills. 


’ 


“prophetic voices” first began to urge the 
banker to call one of his vice-presidents 
plain “Mr. Sales Manager.” They called 
attention also to the special nature of trust 
service and the necessity of approaching it 
with more organization, more system and 
more persistency than the solicitation of al- 
most any other type of business. They head- 
lined the word “Confidence,” which must be 
established by every manufacturer and every 
dealer before he can hope to make a sale; 
ealled attention to the fact that the buyer of 
a stick of chewing gum or a red apple must 
have a certain confidence in the supplier 
thereof; that the man who buys a suit of 
clothes, a radio or an automobile must have 
a very considerable degree of confidence in 
his supplier ; and so on up from the minimum 
of confidence to the maximum, which is es- 
sential in the prospect who is about to em- 
ploy a trust company to step into his shoes, 
take over the property he has spent his life- 
time accumulating, counsel with his widow 
and children, help his boys and girls to an 
education, and father his sons as they go 
out into the battle line of business. 


The Yard Stick: Confidence 
This estimate of the amount of confidence 
which a trust company must inspire in its 
customers and prospects serves as a yard- 
stick not only of the care and conservatism 


of the department—not only of the record 
of wise trusteeship which it must so pains- 
takingly build, decade upon decade; but also 
of the wise, far-sighted and well-knit sell- 
ing it must do, year after year. Perhaps this 
outlook. this requirement, is so burdened 
with responsibility that it gives pause to 
the trust-minded banker and results in hesi- 
tation rather than bold, resultful action. Per- 
haps it explains much of the “thoroughly re- 
spectable” advertising, mailing and solicita- 
tion which are constantly going on, like skir- 
mishes between outposts in a quiet sector 
where no great strategic movement is ever 
to be contemplated. 

Again, however, those occasional bankers 
who are sales-minded have proved that pros- 
pects gain confidence in a thoroughly human 
way from far-sighted, persistent, well direct- 
ed, common sense advertising and selling ef- 
fort. They have proved also that people 
generally, while perhaps better informed and 
more case hardened than previously on the 
subject of wills, living trusts and custodian- 
ships. do not yet really understand what it 
is all about nor sense the thousands of dol- 
lars, the lives, the careers that hang in the 
balance between a mere will, for example, 
and an expertly analyzed estate plan. 


The Essence of Good Trust Advertising 
The expenditure of 


money aplenty has 
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Increase in Volume of Life 
Insurance Dollars Trusteed 


$4,000,000,000 
Trusteed Life 


Insurance at 


the end of 1930 


$2,500,000,000 
Trusteed Life 


Insurance at 
the end of 1929 
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Total Life Insurance in Force 


at the end of 1930 


$108,000,000,000 


AMOUNT TRUSTEED 
At End of 1930=—> 


“B’—Although, in the “valley” year 1930, trust companies increased their trusteed life insur- 
ance $1,500,000,000 the total in trust at the end of 1930 is only a “trace” of the total life insur- 


ance in force. 


This field of $108,000,000,000 in outstanding life insurance, together with the 


annual increase therein, represents an almost untouched market for the trust company and 
the life insurance trust. 


also proved that there is another way than 
the listless, pointless, quiet, respectable way 
of advertising trust services. The too con- 
scientious, legalistic or scholastic mind sits 
down to his trust advertisement and defines— 
defines—defines. He must be encyclopedi- 
cally complete in his copy, legalistically ac- 
curate, and as dignified as if he wore a black 
An educator, he, but not an advertis- 
ing man, for advertising is something writ- 
ten, illustrated and “made up” with a pur- 
The purpose is not to educate people 

not to kill off the curiosity of prospects— 
not to take the wind out of the salesman’s 
sails, No! Advertising purpose is quite the 
opposite—to arouse interest—to build and 
sustain a questioning attitude—to make nec- 
essary the further and more personal con- 
tacts of prospect with the trust department 

to make a contact which, undignified as it 
may sound, will not terminate this side of 
the cash register. The technique of the one 
effort and the other are as different as the 
technique of a child feeding crumbs to min- 
nows and a man casting for forty-pound 
muskellunge. 


stock. 


pose. 


Not that all of the definers have been gov- 
erned by dignity. Criticism can no longer 
be made that bank or trust advertising is 
overdominated by that. As a matter of fact, 
advertising illustration is swinging toward 


the opposite extreme of daring, where any- 
thing from a sketch of the Milky Way to a 
painting of chanticleer on the manure pile 
can be used to point a banking moral. But 
the thread of criticism that ties together 
all such trust advertising is—pointlessness— 
uncertainty of aim—forgetfulness of the rea- 
son for the effort. 


A Virgin Field 

Trust business is there to be had—in sur- 
prising quantities. Most bankers with vision 
acknowledge that the trust field is still al- 
most virgin timber, in spite of the few big 
trees that the banker from a billion-dollar- 
institution five hundred or a thousand miles 
away has cut out; still virgin timber, as evi- 
denced by the figures recited at the head of 
this discussion. 

Every independent trust company—every 
independent bank with a good trust depart- 
ment—owes its stockholders the respon- 
sibility of living up to the opportunity of its 
own market. And for the group bank—well, 
the new business opportunity for increased 
sales, increased economy and efficiency, not 
only in the trust department but in all others, 
is enormous. 

Meantime people are dying—people are los- 
ing their fortunes in speculation—the stream 
of business is strewn with wreckage. Your 
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Fiduciary and Banking 
matters in Florida are 


handled with despatch 
and efficiency by 


THE 
BARNETT NATIONAL 
BANK 


Jacksonville, Florida 
Established 1877 


neighbors, your your customers, 
your stockholders, even your directors. You 
should have told them. You should have won 
them, You should have guided them. 


prospects, 


3ut perhaps you couldn’t get the copy or 
the “set up” or the plan of campaign 100 
per cent. How sad. Then remember what 
Pershing says: “There never was a perfect 
army ... the problem is to win with what 
you have when the occasion comes.’ There 
never was a “perfect” trust advertisement. 
either—nor a perfect trust department. How 
much better to function regularly with a 
99 44/100 per cent service and 90 per cent 
advertising than to hold your fire till the 
war is over. As one trust officer said to 
me the other day: “If we ean just 
up enough of the spirit around this place, 
just fill ourselves full enough of the subject, 
there won’t be any trouble about telling it 
effectively.” 


soak 


Acquiring a High Batting Average 
That’s what is needed in the average case 
—a comprehensive survey of the situation 
such as the sales manager for any manufac- 
turer would make—a survey on the inside. 
of product and services; a survey on the 
outside, of dealer, prospect and customer. 


COMPANIES 


A comprehensive, critical study of all trust 
services to be sold—their advantages, their 
weaknesses, the relative volume and margin 
in each, the assistance which lawyers, in- 
surance men, stockholders, directors. cus- 
tomers, officers in other departments of the 
bank can render the trust department. A 
study of the income tax lists, the newspaper 
circulations, and ten or twenty exceptional 
classes of prospects for trust services. <A 
comprehensive review of all the selling and 
advertising forces that might be brought into 
play: then critical selection and the purchase 
and synchronized application of the best of 
these—newspaper, trust literature and forms, 
mailings, window and lobby displays, radio, 
personal solicitation, sales manual; selection 
and training of thoroughly qualified trust 
solicitors: discussion and cooperation with 
insurance representatives and lawyers; copy 
and layout that fall into a distinctive groove 
and drive toward a fundamental objective— 
never perfect but always with a high batting 
average: unified command of O. K.’s; an in- 
spiring quota and a courageous determina- 
tion to go through on the main line, year 
after year. 

It is by such thoroughness and double- 
fisted attack that all the possibilities of the 
market for trust services can be realized 
with immense benefit not merely to the bank 
and to its customers, but to the whole com- 
munity and to business generally. 
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HOME OF THE HIEERNIA BANK AND TRUST COM- 
PANY OF NEW ORLEANS, LA. 
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6) of the many interesting | tee JNION TRUSTa. 


vistas in the largest single CLEVELAND 
banking room in the world— Resources over $00,000,000 
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“Service 
is Usefulness”’ 


Reserve account service as generally adver- 
tised too often lacks the definite quality that 
should and does interest the out-of-town 


bank. 


An account with us entitles you to the full 
use of the unexcelled facilities that are char- 
acteristic of this institution. 


Specifically, our day and night continuously 
operating collection service is only one of 
the many advantages our correspondents 
enjoy which result in definite profit to them 
measured in terms of dollars and cents. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 
Capital, Surplus and Profits $46,000,000 

















COOPERATION 





THROUGH CORPORATE FIDUCIARY 


ASSOCIATIONS 


SOLVING PROBLEMS AFFECTING TRUST BUSINESS AND OPERATIONS 


H. F. WILSON, JR. 
Vice-president, Bankers Trust Company of New York 


(EpiTor’s Note: The organization of Corporate Fiduciary Associations affords a most 
effective medium for direct cooperation among those engaged in trust service and seeking 
to solve their local problems, especially as regards improved schedules of fees, the han- 
dling of investments, relations with the bar associations and numerous other subjects. 
Mr. Wilson, in his address, before the Rhode Island Fiduciary Association in Providence, 
describes some of the more important results gained through the activities of the Cor 


porate Fiduciaries Association of New York. 


He also takes occasion to discuss recent 


references concerning the possible danger of concentration of wealth held in trust.) 


T is a great privilege to be addressing such 

a group of distinguished experts, and I 

say that advisedly, because you need to 
be expert in administering the great variety 
of trust business which falls to your lot. We 
almost need to be supermen in measuring up 
to those requirements of a southern banker, 
who said: 

“The first duty of the bank executive to 
his trust department is the selection and 
training of the men who compose it and every 


morality, learning, banking knowledge, legal 
training, business experience, accounting pro- 
ficiency, expert salesmanship and personal 
magnetism!” Consequently, I start by saying 
—Supermen, I greet you! 

The subject of this informal talk has been 
announced as, “Cooperation,” of which the 
dictionary definition is—joint action and 
profit sharing. It seems to me that this defi- 
nition exactly fits the situation, which con- 
fronts this and all the numerous fiduciary 
associations which have been organized 
throughout the United States. Without co- 
operation and joint action we are likely to 
be sharing losses instead of profits and prob- 
ably none of us feels that our companies 
should act as Santa Claus. 

Cooperation, naturally, must always have 
an objective. Probably the most far reach- 
ing attempt at cooperation is the League of 
Nations which aims to save the world. How- 
ever, that is a pretty large contract and 
while, of course, you and I should always 
do our part whenever we can through the 
League of Nations, World Court, or other 
forms of international cooperation, as each 
of us may see fit, that is not the objective 


we are discussing here. Seattering our ener- 
gies is like trying to kill an elephant with 
a shot-gun and we need to concentrate in ¢co- 
operating with a spirit of mutual helpfulness 
and conciliation in the light of local laws 
and practices. 

What shall it profit a company to save 
the whole world and lose its own business? 
We are considering. however, something 
which is very vital to the business in whieh 
we are engaged and the more local and per- 
sonal cooperation becomes, the more effective 
it is in solving our local business problems. 
The Trust Company Division of the Ameri- 
can Bankers Association deals with the prob- 
lems of our business in a national way and 
does it very well but the local fiduciaries 
associations, of which there are now more 
than fifty, can deal more effectively with the 
individual local problems of the banks and 
trust companies, especially in their trust 
departments, in view of local laws and 
practices. 

Unfounded Fears of Concentration of 
Trusteed Wealth 

At the recent Mid-Winter Trust Confer- 
ence in New York reference was made to the 
amazing growth of trust business and some 
persons seemed fearful lest there be too great 
a concentration of wealth in trust. I doubt 
if the percentage of outstanding securities in 
trust ever could be too great and it is a 
fortunate thing for the beneficiaries that so 
much was in trust during the speculative 
period between 1928S and 1930. Conservatism 
still has some virtue. 

The laws, of course, vary in the different 
states as to the duration permitted for per- 
sonal trusts. In New York it is measured 
at present by a period not greater than the 
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lives of two persons in being at the time 
the trust is created and the common law 
rule is, not more than any number of lives 
in being plus twenty-one years. Consequent- 
ly there can be no trust in perpetuity except 
for religious, charitable, benevolent or edu- 
eational purposes and there is not much 
danger that too much will ever be given 
away or placed in trust for charitable pur- 
poses. It isn’t human nature to be too 
generous. 


Liberating Charitable Trusts from the 
“Dead Hand’’ 

To cover these charitable trusts there are 
Community Trusts operating in most of the 
important cities in order to obviate the so- 
called “dead hand of charity.” We are, for 
example, a member of the New York Com- 
munity Trust which has been carefully 
planned so that income will not go to need- 
less or obsolete charities. There is also the 
cy-pres doctrine under which no charitable 
trust will ever be permitted to fail for lack 
of a beneficiary. In any event, invested 
wealth is not dead simply because it must be 
kept perpetually invested for the benefit of 
charities. The investments either furnish 
funds to live corporations or put the funds 
where they will be at work for the benefit of 
business and industry. 

Those who feel that there may be too great 
a concentration of securities in trust, evi- 
dently fail to take these considerations into 
account and also the fact that numerous 
trusts are terminating week after week and 
month after month because of the very limi- 
tations imposed by the present laws against 
perpetuity. One way we can all cooperate 
is to continue obtaining as large an amount 
of trust investments as possible for our cor- 
porate fiduciaries to administer. Their rec- 
ord of service is an enviable one. 

I commend to all the reading of the lead- 
ing editorial in the February, 1931 issue of 
Trust CoMPANIES Magazine under the title 
“Misconceptions as to Trusteed Wealth—Un- 
warranted Fears of Concentration.” 


Dealing With Revolutionary Doctrines 

Another way in which corporate fiduciaries 
can cooperate was recently well expressed by 
Martin W. Littleton in dealing with the men- 
ace of Bolshevism. After citing a long list of 
United States court decisions which held 
that, since the Communist party advocated 
the overthrow of the government by force 
and violence, all members of that party auto- 
matically became criminals and all alien 
members were subject to arrest and deporta- 
tion without more ado. Mr. Littleton further 
stated: “Why there should be any hesita- 
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tion in driving this horde of enemies out of 
the country or shutting their mouths and 
stopping their treasonable noise, is beyond 
my understanding.” 


“As for the natives who have been led or 
misled into pitiable alliance with this law- 
less group, let them understand if they wish 
to keep out of jail they had better keep out 
of communism, and that if the arm of the 
state government is too short, the arm of 
the Federal Government will be made long 
enough to reach out and get them and make 
them understand that if they have forgot- 
ten what they owe for the precious heritage 
of a free government of order, decency and 
liberty; if they have forgotten what has 
been done for them by those who suffered 
and sacrificed in the past (as you did here 
in Rhode Island) they will not be permitted 
to set fire to the old homestead and burn 
down the structure which has protected them 
and their forebears and which promises to 
protect succeeding generations.” 


Committee Action Most Effective 

Probably I have said enough on the gen- 
eral subject of cooperation and I assume you 
wish to hear something of the experiences of 
the Corporate Fiduciaries Association of 
New York as they may relate to the Rhode 
Island Fiduciary Association. I think you 
have done a very wise thing in getting to- 
gether for your mutual benefit, and of course 
to be of any value, cooperation must be 
mutual. No one can cooperate all by him- 
self. (And there is a difference between 
hearty cooperation and dignified acquies- 
cence, ) 

We found in organizing our Corporate Fi- 
duciaries Association in New York, as all 
associations do, that the most effective work 
would be done by committees and as nothing 
really worth while is accomplished without 
good hard work, we found, as you will find 
that our cooperative association was no ex- 
ception. Consequently, committees rolled up 
their sleeves and went to work. A special 
committee on the status of New York Trust 
Companies and Banks with regard to the 
handling of fiduciary business in states other 


than New York made several excellent re- 
ports. A Committee on Ethics did the same. 


Committees on State and Federal legislation 
have performed splendid work. A Committee 
on the Standardization of Forms and Rec- 
ords would be very useful and last but not 
least,’ a steering committee on the subject 
of fees held a series of meetings of commit- 
tees of the whole. Each meeting was at- 
tended by one official from each of the mem- 
ber institutions, qualified and authorized to 














discuss the fees applicable to a given class 
of trust service. 

In this way the association has gradually 
evolved standard rates which are considered 
fair, both to the public and to the members 
of the association. Competition should not 
be one of rates (which should be the same 
for all in the same locality) but a competi- 
tion which strives to uplift the general level 
of fiduciary service, and so benefits both the 
competitors and the public as well. I am not 
attempting here to enumerate all of the 
committees which might be appointed by the 
president of the association or its executive 
committee. Whatever is done should be as 
clear, brief and simple as possible. ‘The tie 
that binds” is a fine idea but not the red 
tape that binds. Not too much should be 
undertaken at any one meeting. Rome or 
Providence were not built in a day and if 
you take up one thing at a time you may 
make haste slowly, but you will make it 
surely. Whenever we eat more than we can 
digest at one meal it probably will not agree 
with us. 


Systematic Review of Trust Investments 

I wish it were possible to have some closer 
cooperation in the matter of handling our 
trust investments because that important 
service appeals to me as our greatest re- 
sponsibility. Our reputations will be height- 
ened or diminished very largely by the way 
in which we handle our trust investment 
problems. There is an additional safeguard 
in having securities, and particularly com- 
mon stocks, for trust accounts reviewed peri- 
odically, not only by our statistical depart- 
ments but by some independent statistical 
service. The amounts or the name of any 
trust should not, of course, be disclosed but 
only the description of the securities. That 
would cost somewhat more but in my opinion 
is a good investment, assuming we make use 
of a trustworthy statistical company. From 
the standpoint of the trusts, themselves, it 
gives them the benefit of an additional opin- 
ion without additional cost. From the stand- 
point of the trustee it obtains additional pro- 
tection, supplementing or verifying its own 
opinion but leaving it still free to exercise its 
own best judgment. Such a service should 
be especially valuable to the smaller trust 
departments throughout the country which, 
perhaps, are not able to maintain elaborate 
statistical departments. 

If you would all cooperate to the extent 
of having a Central statistical division sup- 
plemented by your own individual sources of 
information, with each of you free to reach 
your own conclusions, it might prove to be 


a very helpful arrangement. The suggestion, 
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however, is quite a radical one and would 
require much thought and time to arrange. 

There is, of course, much more which 
might be said on the subject of cooperation 
within the bank or trust company itself, but 
we are primarily concerned with ways and 
means of cooperation between institutions. 
Anything anyone can contribute to the gen- 
eral good of all will be helpful, not only to 
his own institution but to others as well. 
Such an excellent paper, for example, as 
Raymond H. ‘Trott’s discussion—‘Invest- 
ment Councel Service by Trust Companies” 
—is well worth our serious study. Valuable 
contributions to the understanding of this 
subject have also been made by members of 
this group and by members of the Trust Divi- 
sion of the A. B. A. 


Investment Trusts in Retrospect 

In view of what has transpired during the 
last two years and relating particularly 
to the investment trust situation, it may be 
of interest to quote in retrospect the views 
expressed in an address during the latter 
part of October, 1928, before the Corporate 
Fiduciaries Association of Boston: 

“Perhaps a few words with reference to 
so-called ‘investment trusts’ as they relate 
to our fiduciary business may be of interest. 
There has been considerable agitation re- 
cently for legislation to regulate investment 
trusts. They have a real place in the pic- 
ture and many of them are high class and 
well managed; others are merely speculative 
and have no.limit to the amount of trust 
certificates which may be issued. All of them 
are very largely dependent upon their man- 
agement and should sell on their own merits 
and not on the use of the trustee’s name. 
In a rising market it is conceivable that 
most of them would be successful, but the 
present level of prices seems high and many 
investment trusts which are now being 
formed may, over a period of years, show 
substantial losses, especially if the manage- 
ment is not of the highest order. Of 
course, those investment trusts which were 
formed some years ago and which have been 
able to accumulate a substantial surplus are 
in a satisfactory condition at the present 
time. As the door is opened wider other 
investment trusts will be formed and the 
tendency is to relax the safeguards. The 
higher prices ascend, the greater will be the 
danger in forming new investment trusts.” 

In the light of this 1928 statement he who 
runs may read what has happened to some 
investment trusts as shown by their recently 
published statements. I entirely agree with a 
previous statement that in the future we 
should have fewer investment trusts and 
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more trust investments, although the fixed 
type of investment trust even now seems to 
be quite popular. 

The December, 1930, issue of Trust Com- 
PANIES Magazine also quoted the following 
from an address delivered to our Corporate 
Fiduciaries Association in New York: 

“Possibly the low prices registered on the 
New York Stock Exchange during December 
1930 may prove to be about the low aver- 
age prices for this depression. I do not 
predict that this will be so, as prophecies of 
this nature are merely guesses and we cer- 
tainly should not forecast on any such basis 
but only on intrinsic values. There are also 
a good many other factors to consider at the 
present time.” 

If I were to venture a guess I would say 
that the composite weekly business index 
for the week ended February 28, 1931, would 
probably be about the low point of the pres- 
ent business depression. I say this, among 
other reasons, because in the New York 
Times of March Sth (which showed the 
index numbers adjusted for seasonal varia- 
tion and long term trend) the low to that 
date was registered, although four out of five 
of the components of the weekly index ac- 
tivity were higher than for the preceding 
week. Four out of five also showed an in- 
crease last week. This should not be consid- 
ered as a prophecy but more in the nature 
of an expression of hope in view of the im- 
provement showing itself in some directions. 

America is the land of opportunity in many 
ways. One of these ways is the opportunity 
for choosing safe investments. There is no 
safer place in the world to make investments 
than right here in the U. S. A. Americans 
are essentially business men; they keep 
abreast of the times and are constantly 
studying ways and means to improve the 
production and distribution of their products. 
We are largely a self-contained nation with 
greater wealth per capita than anywhere 
else. Properly chosen investments may be 
made with the assurance that in the future 
of this country normal progress and improve- 
ment will be the rule, “for on what princi- 
ple is it that if we see nothing but improve- 
ment behind us, we are to expect nothing but 
deterioration before us?’ However, invest- 
ments must always be the result of analysis 
and study and then, we may be justified in 
discounting, but only to a reasonable extent, 
our future progress and prosperity. 


An average income of $18,695 is received 
by 970 alumni of Princeton University, who 
submitted financial information to the Prince- 
ton alumni weekly recently. 


TRUST COMPANIES 


BANKERS CONVENTION CALENDAR 
Date State 
193 Association Place 

May 1- 2—Florida, West Palm Beach. 

May T- S—Tennessee. 

May 12-13—Mississippi. 

May 12-15—Missouri, Excelsior Springs. 

May 12-14—Texas, San Angelo. 

May 13-15—VDennsylvania, Atlantic City, N. J. 

May 14-15—Alabama, Gadsden. 

May 14-16—New Jersey, Atlantie City. 

May 20-21—Maryland, Atlantic City, N. J. 

May 20-22—South Carolina, Columbia. 

May 21-22—Kansas, Topeka. 

May 21-23—California, Los Angeles. 

May 25-27—Illinois, Chicago. 

May 28-80—Georgia, Sea Island Beach. 

June 2- 35—Oklahoma, Oklahoma City. 

June S- 9—Idaho, Boise. 

June §8-12—American Institute of Banking, 

Pittsburgh, Pa. 

June 9-11—Minnesota, Minneapolis. 

June 10-11—Indiana, Indianapolis. 

June 11-15—Virginia, Old Point Comfort. 

June 12-13—Maine, Poland Springs. 

June 12-13—Oregon,. Seaside. 

June 18-19—North Dakota, Fargo. 

June 18-19—Wisconsin, Milwaukee. 

June 18-20—Washington, Seattle. 

June 18-20—District of Columbia, Hot 

Springs, Va. 

June 19-20—Colorado, Estes Park. 

June 22-24—Iowa, Waterloo. 

June 22-24—New York, Upper Saranac. 

June 22-26—Michigan — Cruise, Detroit to 

Toronto. 

June 24-26—South Dakota, Huron. 

June 25-26—West Virginia, White Sulphur 

Springs. 

Point, 

New London. 

Rehoboth. 

Cheyenne. 

Convention, 

Atlantic City, N. J. 

Oct. 21-23—Pacific .and Rocky Mt. States 

Trust Conference, San Francisco, Cal. 

Nov. 15—Investment Bankers <Ass’n, 

White Sulphur Springs, W. Va. 


June 26-27—Connecticut—Eastern 


Sept. 
Sept. 
Oct. 


53—Delaware, 
4- 5—Wyoming, 
d- S—A. B. A. 


The Iowa legislature has capitulated to 
branch banking by passing a bill which per- 
mits banks to open offices in towns which are 
without banking facilities. 

The First National Bank & Trust Company 
of New Haven, Conn., reports resources $24,- 
112,000; deposits $18,306,000; capital $1,260,- 
000; surplus $1,260,000 and undivided profits 
$840,274. 





TRUST ACCOUNTING IN CONNECTION WITH REAL 
ESTATE 


H. E. PARKS 
Trust Officer, the Denver National Bank, Denver, Colorado 


MONG the problems most frequently 

arising in the trust department are 

those of accounting between life ten- 
ant and remainderman as to repairs, insur- 
ance, taxes and other expenses in connection 
with real estate. It is held uniformly that 
the ordinary repairs, general taxes and other 
current expenses of operating improved and 
occupied real estate must be charged against 
the life tenant. Local improvement taxes on 
income-producing property are usually ap- 
portioned between life tenant and remainder- 
man in accordance with their respective in- 
terests. When assessed against vacant land, 
they are properly corpus charges. Perry on 
Trusts, 6th Ed. page 915. Additions to real 
estate which increase its value and are likely 
to outlast the life estate, should be capital- 
ized, and in general those which merely 
maintain it in rentable condition should be 
considered as income charges. Perry on 
Trusts, 6th Ed. page 912, note. 

Accounting for the cost of fire insurance 
premiums is a very interesting subject. Un- 
til I consulted the authorities, there seemed 
no question in my mind that, on principal, 
this item should be charged as an expense 
of operation. It seems, however, that the 
weight of authority requires insurance pre- 
miums to be charged to the life tenant and 
remainderman in proportion to their re- 
spective interests in the property, based upon 
life experience tables, the expected life of 
the property, and other factors. Kearney vs. 
Kearney, 17 N. J. Eq. 59; Peck vs. Sherwood, 
56 N. Y. 615; Kirchner vs. Kirchner, 127 
N. Y. Supp. 399. Some of the later cases, 
however, appear to adopt the practical view 
of the situation and authorize the charging 
of such cost entirely against income. Re 
Albertson, 113 N, Y. 484, 21 N. E. 117; Bridge 
vs. Bridge, 146 Mass. 373, 15 N. E. 899; Grace 
vs. Reed, 148 Miss. 587, 108 So. 799. 


While the rule of apportionment may have 
heen a logical one at a time when insurance 


ore 


against fire and other risks was an unusual 


procedure, yet it seems that in this modern 


day, there can be no question as to the testa- 
tor’s intention that the cost of insurance pre- 
miums shall be paid as a part of the expense 
of operation. The testator himself must have 
surely considered them as such, and undoubt- 
edly the courts will tend to give a similar 
construction to the terms of his will. 

While the items of expense above men- 
tioned may properly be considered as current 
operating expenses, in the case of rentable 
property, the same rule does not apply in the 
case of vacant and unimproved properties. 
The courts are not uniform in their disposi- 
tion of these items, but it appears that where 
unproductive property is held for the purpose 
of securing an increment in value for the 
benefit of the remainderman, the better rea- 
soning would seem to favor charging the 
taxes and other expenses of keeping the 
property intact, against principal and not 
income. Hite vs. Hite, 93 Ky. 257, 20 S. W. 
778: 

Many of the difficulties discussed could be 
simplified by having inserted in the trust in- 
strument a few clauses defining income and 
principal for the purposes of that particular 
trust. These definitions should conclude with 
a general statement that, as to matters not 
specifically provided for, the decision of the 
trustee shall be conclusive upon all con- 
cerned. Such a provision will enable the 
trustee to deal with the various problems as 
they arise, in an equitable manner, without 
the expense of litigation, and with the as- 
surance that the allocation so authorized, if 
made fairly, will be affirmed by the courts. 


fo fe 

Thomas L. R. Crooks has been elected pres- 
ident of the Prospect Trust Company of 
Maplewood, N. J., to sueceed Harry G. 
Thompson, retired. 

James T. Hughes has been elected vice- 
president of the Latobe Trust Company of 
Latobe, Pa. 

The Reliance Bank and Trust Company of 
Chicago reports resources of $9,786,917; de- 
posits $7,973,785; capital $750,000; surplus 
and undivided profits $805,000. 
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WHEN LIFE UNDERWRITERS REQUEST CONFIDENTIAL ‘‘LEADS’’ 


While the past few years have witnessed 
most satisfactory progress in fostering co- 
operation between trust officers and life in- 
surance underwriters in regard to the cre- 
ation of life insurance trusts and estate plan- 
ning, there remain some obstacles to nego- 
tiate. Perhaps the most persistent is the 
request for confidential “leads.” This phase 
was frankly discussed by Edward M. Mc. 
Mahon, second vice-president of the Chase 
National Bank of New York at the recent 
annual “Cooperators Night” dinner of the 
Life Underwriters Association of New York. 
Mr. McMahon said in part: 

“There is one phase of the cooperative 
movement between life underwriters and 
trust company representatives, which it is 
essential to clarify. The phase of the prob- 
lem to which I refer is the extent to which 
the success of this movement, from a _ busi- 
ness standpoint, must stand or fall on the 
policy to be pursued by trust departments in 
regard to making available, from their com- 
mercial departments, information which will 


form the basis of supplying customer leads 
to underwriters. 


“Do we not all appreciate that the posi- 
tion of the commercial department of a bank 
or trust company in its transactions with its 
customers is one of confidential business re- 
lationship? Do we not understand that a 
commercial customer of a bank with any 
insurance purchasing power already must 
have at least one or more competent under- 
writers who are endeavoring to do business 
with him and that if either the commercial 
department or the trust department of the 
institution were to attempt either to disclose 
confidential information or to influence him 
as to his choice of underwriters, no results of 
a tangible or satisfactory nature would fol- 
low. Do we not all appreciate that any un- 
derwriter who looks to any bank to do his 
prospecting for him among the customers of 
that bank is overlooking the real factors 
upon which this underwriter—trust service 
cooperative movement is based? 

“Let us for a moment reverse the situation. 
Let us assume that a trust representative is 
attempting to persuade the Home Office 1 
any one of the large insurance companies lo- 
eated in New York to make available to him 
the confidential records of its policyholders 
with a view to securing leads for trust serv- 
ice. What would be the answer of the Home 


Office official and his board of directors? The 
trust representative would rightfully be told, 
and in most direct language, that the rela- 
tionship between a policyholder and a life 
insurance company is one of complete confi- 
dence. Can't we see that any dissatisfaction 
which might accompany the exposing of such 
information might rightfully result in a 
severence of relations between that policy- 
holder and the insurance company and be- 
tween the settlor and the trust company? 
Even if bank customer leads could be made 
available in a perfectly satisfactory manner, 
the bank would be discriminating, first— 
against its customers, second—against other 
underwriters, and third and even of more im- 
portance than the first two—the bank could 
be charged with totally disregarding its pol- 
icv of placing even above desire for financial 
gain, the interests of the estate creator and 
his beneficiaries. 

“Of far greater importance to the under- 
writer than the question of securing leads 
from banks and trust companies in exchange 
for trusts delivered by the underwriter to the 
trust department is the importance to the 
agent of establishing an efficient working re- 
lationship with the trust departments with 
which he cooperates. Underwriters who 
have already “cashed in” on this movement 
have learned that it is possible to classify 
their cases involving the use of the insurance 
trust approach as follows: First, cases in 
which the client requires additional life in- 
surance, together with modern trust service 
to complete his financial objectives for him- 
self and for his dependents; second, cases in 
which additional insurance is not presently 
required but in which the underwriter de- 
sires, by giving complete service, to eliminate 
the possibility of future competition with 
other underwriters; and third, cases in which 
the underwriter believes additional insurance 
cannot be placed because of uninsurability 
but in which he desires to serve his client 
well and at the same time to reciprocate with 
the trust company or bank for aid extended 
in recommending life insurance in 
where new insurance was placed, but trusi 
business was not secured.” 


cases 


Edward K. Johnstone was recently elected 
president of the Keokuk Savings Bank & 
Trust Company of Keokuk, Iowa, succeed 
ing the late Howard L. Connable. 
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DEVELOPING HIGH GRADE TRUST SERVICE AMONG AFFILIATED 
UNITS OF GROUP BANKING SYSTEMS 


One of the distinct advantages of the group 
banking system and bank holding corporation 
is the opportunity to develop efficient trust 
department service among the various affili- 
ated units. By means of close cooperation 
through the main office or parent organiza- 
tion the facilities, the expert selection and 
handling of investments and other adminis- 
trative matters, are conveyed to associate 
banks and trust companies. It represents 
the expansion of high grade trust depart- 
ment service somewhat similar to branch 
banking expansion. 

The illustration above shows one of thirty- 
two meetings conducted by the Northwest 
Bancorporation for the education of officers 
of the unit institutions in the group han- 
dling trust business. The plan pursued em- 
braces a course of study supplemented by 
broader practical treatment of the various 
subjects. The instruction began in the form 
of meetings of which four were held each 
month, the territory being covered embrac- 
ing for the one group the institutions located 
in Minnesota, Iowa and Nebraska with meet- 
ing place in the directors’ room of the North- 
vestern National Bank of Minneapolis; sec- 
nd group of South Dakota units meeting at 
Sioux Falls, Watertown and Huron; third 

roup consisting of North Dakota units and 
iourth of Montana members. 

Northwest Bancorporation was organized 
in January, 1929. It grew very rapidly that 

ar and during the greater part of 1930, and 

April, 1981, embraced 134 affiliated banks, 

ust, investment, or securities companies 


variously located in Minnesota, Wisconsin, 
Iowa, Nebraska, North Dakota, South Da- 
kota, Montana, and Washington. A field that 
promised profit if developed was found to be 
trust business. There was in the organization 
at the outset the oldest trust company in this 
part of the United States, the Minnesota 
Loan and Trust Company of Minneapolis. 
There were also trust company departments 
in some of the larger banks that became af- 
filiated that were functioning very success- 
fully. In the main, however, it was found 
that there was much business of that char- 
acter that was not being obtained by mem- 
ber banks and that this was due in no smail 
part to the fact that officers of these institu- 
tions had not been trained to get trust busi- 
ness or to handle it after it had been ob- 
tained. It was decided, therefore, to enter 
upon a course of instruction. Banks in the 
group that were large enough and were lo- 
eated in territory wealthy enough to afford 
business of the character desired were in- 
vited to name a representation in the school. 


LARGE RESOURCES OF UNITS OF 
DETROIT BANKERS COMPANY 


The Detroit Bankers Company which is 
the holding company of the Peoples Wayne 
County Bank, the First National Bank and 


Detroit Trust Company and also. the 
capital stock of eight suburban banks, re- 
ports combined resources of its units at 
$733,273,608. Capital, surplus and undivided 
profits aggregate $92,138,287 and deposits 
$603,309,000. 





Real value 
finds a buyer 


EVERY five-cent piece, or 
higher expenditure, gets more 
value in telephone service today 
than ever before. The public 
appreciates the fact. 

The use of the telephone 
keeps right on. More and more 
thousands of people are acquir- 
ing the telephone habit— largely 
in response to quicker service 
and better voice transmission. 

Credit these improvements to 
the spirit of self-criticism among 
telephone workers, which results 


in their unflagging efforts to ““do 
it better.”’ 

This attitude is at once an as- 
surance of good service and a 
safeguard of telephone invest- 
ments. It means that the plant 
is always kept to a maximum 
efficiency, flexible to growing 
demand, adequate for new uses. 
Here is a contributing cause to 
the half-century record of reg- 
ular, reasonable dividends. 

May we send you a copy of our 
booklet, “*Some Financial Facts’? 2 
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JUDICIAL ATTITUDE IN CONSTRUING SPENDTHRIFT 
TRUSTS 


LEADING DECISIONS IN PENNSYLVANIA 


W. G. LITTLETON 
Vice-president, Fidelity-Philadelphia Trust Company 


(Epitor’s Note: While there is considerable conflict of judicial opinion as to enforce- 


ment of spendthrift clauses in wills or 


trusts, particularly in placing income beyond 


reach of creditors or anticipation, the general principle of guarding beneficiaries against 
improvidence or incapacity is fairly well recognized and approved by legislative enact- 


ments and by the judiciary. 


The following discussion is interesting in showing the ten- 


dency on the part of courts to recognize injustices often operative under tightly drawn 


clauses.) 


OME years ago, at a meeting of the 

Trust Company Division of the Ameri- 

can Bankers Association, we were ad- 
dressed by Augustus P. Loring. Esq., of 
Boston, on the duties and responsibilities of 
trustees. In the course of his address he 
spoke upon the subject of spendthrift trusts, 
and referred to the extremes to which the 
Pennsylvania courts had gone in sustaining 
these settlements. 

Our leading case under the old law was 
the Board of Charities of Philadelphia vs. 
Lockard (198 Pa., 572). This was appealed 
by the Fidelity Insurance Trust & Safe De- 
posit Company from the decree of the lower 
courts enforcing a warrant of seizure against 
the said company as trustee for Edwin J. 
Lockard under the will of William F. Lock- 
ard, deceased, for the support of the wife of 
the cestui que trust. The spendthrift clause 
in the will read as follows: 

“AIL moneys or legacies herein bequeathed 
are to be paid to the legatees in person and 
to no one else, and shall not be assignable or 
transferable nor subject or liable in any way 
whatever for any debts or obligations of 
any of said legatees, heretofore or hereafter 
incurred or contracted or created.” 

The Court of Quarter Sessions confirmed 
the warrant and ordered the trustee to pay 
a weekly sum for the support of the wife 
of the cestui que trust. The trustee appealed 
to the Superior Court, which, however, af- 
firmed the decree of the Court of Quarter 
Sessions. As the question was of great im- 
portance to the Fidelity Company, because 
many of its trust estates were created by 
instruments which contained such clauses, an 
application for a special appeal to the Su- 
preme Court was made. This was allowed 


and the case was argued. The Supreme 
Court reversed both the lower courts and 
ruled that in this particular case a_ strict 
spendthrift trust was created and there could 
be no seizure of the funds in the hands of 
the trustee. The position was taken that as 
the fund did not originate with the benefi- 
ciary, but was a bequest made by another, 
who had the right to bestow his benefactions 
as he pleased, his rights as exercised in his 
will could not be taken away after his death; 
that no matter what the duty of the benefi- 
ciary was in regard to the support of his 
wife and child, it would not authorize inter- 
ference by the court with the right of an 
individual to dispose of his own property as 
he saw fit, even though this would result in 
the support of the wife and child becoming 
a charge on the community. 

The delinquencies of the defendant were so 
flagrant, however, that the counsel who took 
the appeal for the trust company, in a book 
which he wrote sometime afterwards on the 
subject of the drawing of wills and settling 
of estates, took the position that the law 
should be changed by statute, and that it 
was not right that a person in receipt of a 
regular income could neglect his family, 
make no provision for their support and let 
them become public charges. 


Remedial Legislation 

The legislature thereupon, by an Act of 
Assembly, undertook to correct matters by 
the Wills Act of 1917; Section 19, P.L. 409, 
of which provided that: 

“All income whatsoever, devised or be- 
queathed by any will so as to be free from 
liability for the debts, contracts, or engage- 
ments of the beneficiary, or so as not to be 
subject to execution, attachment sur judg- 
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ment, sequestration, or other process, shall, 
notwithstanding such testamentary provi- 
sion, be subject to and liable for the support 
and maintenance of the wife and minor chil- 
dren of the beneficiary, and for the value of 
necessaries furnished to them, or any of 
them, where said beneficiary has refused or 
neglected to provide suitably for them; and 
all of the income of said beneficiary shall be 
subject to all legal process issued by any 
court of this commonwealth having jurisdic- 
tion in the premises, in order to enforce such 
liability of said beneficiary.” 


In 1921, however, subsequent legislation 
was passed by the General Assembly which 
apparently limited the amount of property 
attachable under the Wills Act above re- 
ferred to, cutting it down to 50 per cent. It 
went further than the Wills Act, however, 
in that it sought to make the effect of the 
law retroactive. Immediately new difficul- 
ties arose, and in the case of Weightman vs. 
Weightman (4 D. & C., 252, 1924), the Mu- 
nicipal Court of Philadelphia, in an opinion 
by Bonniwell, J., held that so much of the 
Act of 1921 as provided for an attachment 
against a fund held under a _ spendthrift 
trust account created prior to the Act was 
unconstitutional. There has been some diver- 





sity of opinion on this point, but apparently 


the weight of authority sustains Judge 
niwell. 
Modifying Strictness of Old Rule 
Pennsylvania ‘thus has partially gotten 
away from the position of extreme techni- 
eality in regard to the spendthrift trust law, 
but the courts having decided that the reme- 
dial acts apply only to estates created sub- 
sequently to their passage, not very much 
relief has been obtained from the Legisla- 
ture for the dependents of those spendthrifts 
who receive their moneys under these tightly 
drawn clauses that have hitherto passed the 
tests of the courts. There seems to be, how- 
ever, a realization on the part of the present 
Supreme Court, of the injustice which has 
been rendered by the law as it has stood 
hitherto, and in the case of the Estate of 
Mary H. Moorhead, deceased (289 Pa., 542. 
also reported in 52 A.L.R., 1252), the court 
seized upon certain clauses in the will of the 
decedent which, it decided, modified the 
strictness of the old rule. Justice Frazer, 
who wrote the opinion of the court, said: 
“Construing this will then as a whole and 
giving adequate attention, in conjunction 
with the examination of its terms, to the 
circumstances attending testatriz, and which 


3on- 





TRUST COMPANIES 


Wa 


il | 


NEW YORK 


Nneteen YEARS on its second 


century of service to America’s business 


ESTABLISHED 


She BANKe 


NATIONAL 


1812 


AMERICA 


ASSOCIATION 


NEW YORK 


COMPLETE TRUST FACILITIES, PERSONAL AND CORPORATE 


concerned her, we are unable to avoid the 


conclusion that when she hedged in the 
trust in favor of her grandson with the re- 
strictive words employed, she had in mind 
only contracts or debts ordinarily made and 
incurred in usual contractual or financial 
transactions. Undoubtedly she meant to cre- 
ate a spendthrift trust. * * * But that it was 
her intent to deliberately enable him to un- 
lawfully deprive his family of the necessary 
care, protection and support which by law 
he owed them, neither the terms of the will 
nor the circumstances attending testatrix at 
the time of making it permit. = 


The circumstances were these: The name 
of the wife of the testatrix’s grandson was 
not mentioned. The will and the codicil were 
executed subsequent to the marriage of the 
grandson, the will a year after and the codi- 
cil six months later. The will nowhere con- 
tained the slightest indication of animosity 
toward the wife of the grandson, and in fact 
said, in referring to the grandson: “I hope 
you may live an undivided family and think 
of me always as being your devoted grand- 
mother, sister and friend, and hope and ex- 
pect to meet you all on the other shore, where 
parting is no more, is the wish of one who 
has tried to make you all happy.” 

From these circumstances the Supreme 
Court drew the conclusion that the testatrix 


could not possibly have meant to permit her 
grandson to put his wife and children upon 
the community for their support and main- 
tenance, and that to decide otherwise would 
be to attach the seal of judicial approval to 
the misconduct of the grandson against his 
deserted wife and grant him a commission 
of right to continue his offenses and persist 
in his career of shamelessness and crim- 
inality: 

“Public policy is not so vague and waver- 
ing a matter as not to be rightly invoked in 
a case of this character. * * * In every civi- 
lized country is recognized the obligation, 
sacred as well as lawful, of a husband to 
protect and provide for his family, and to 
sustain the claim of the husband in the case 
at Bar would be to invest him with a right 
to be both a faithless husband and a vicious 
citizen.” 

Change in Judicial Interpretation 

The same reasoning might have been equal- 
ly applied in the Lockard case, where the 
scatching epithets applied by the present Su- 
preme Court to the delinquent in the Moor- 
head case were just as applicable to the 
earlier defendant. If Moorhead’s case stands 
and the courts construe it literally, we will 
be lifted out from the unenviable position 
which we have occupied ever since the Lock- 
ard decision, as it indicates a change in judi 
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cial interpretation of the law. The language 
in the Moorhead will which the Supreme 
Court seized upon would not have availed 
in the Supreme Court as constituted when 
Justice Potter filed the Lockard opinion and 
allowed that defendant to make his family 
a charge on the Board of Charities of the 
city of Philadelphia. 

I am exceedingly happy that I took no 
part in the discussion of Mr. Loring’s paper, 
although I was strongly tempted to give the 
Trust Company Division the benefit of my 
knowledge of the case, but Mr. Loring having 
already castigated our lawmakers sufficiently, 
I felt that the less said by a representative 
of Pennsylvania the better. Now that the 
Moorhead case has been decided, I can take 
part in any spendthrift trust discussion that 
may take place at any future Trust Company 
Division meeting. 


Obligations to State and Future Generations 

“Profoundly as trust men believe in, and 
fervently as they advocate, trusts for widows 
and children, for the aged and infirm, for 
the spendthrift and his otherwise victimized 
wife and children, they may well deprecate 
all the more keenly every tendency among 
men of this generation to create trusts under 


such fixed and inelastic terms and for such 
long periods as will never give their sons a 
chance to be independent, self-reliant Ameri- 
can citizens working out their own salvation 
in the world of finance, industry, or com- 
merce. Our next responsibility is to guide 
the charitable inclinations of American peo- 
ple in their wills and trust agreements so as 
to reduce gifts in perpetuity. * * *” 


°, 2°, °, 
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MICHIGAN INDUSTRIAL BANK IN NEW 
HOME 
The Michigan Industrial Bank, a unit of 
the Guardian Detroit Union Group, Ince., 
opened for business March 30th in new and 
larger quarters on the lower banking floor 
of the Union Guardian Building, Detroit. 
The bank’s total resources of $4,350,000 rep- 
resent a fifteen-fold increase since its organi- 
zation in 1927. The industrial loan service 
of the Michigan Industrial Bank is available 
to the public in the uptown office of the 
National Bank of Commerce, and in all the 
branches of the Guardian Detroit Bank and 
the Highland Park State Bank, as well as 
in other metropolitan units of the Guard- 
ian Detroit Union Group. 





SUMMARY OF PROCEEDINGS AND DISCUSSION 


AT THE 


Hourth Southern Crust Conferenre 


UNDER AUSPICES OF THE TRUST COMPANY DIVISION OF THE AMERICAN 
BANKERS ASSOCIATION, HELD AT CHARLESTON, SOUTH CAROLINA 


HE Fourth Southern Trust Conference 
held in Charleston, S. C., April 19 and 
20, under the auspices of the Trust 
Company Division of the American Bankers 
Association, revealed that trust development 
and increase in business continued at an un- 
interrupted pace during the last year, un- 
affected by general business conditions. The 
registration and attendance was most no- 
table. Another feature was the fact that 
many of the bankers and trust company of- 
ficials who participated in the spring meeting 
of the Executive Council of the American 
Bankers Association at Augusta, Ga., made 
contact with the Trust Conference because 
of the close dates and the fact that the spe- 
cial council train for New York and the east 
was routed by way of Charleston. 
Meaning of Trust Company Service 
After addresses of welcome at the opening 


session, Friday morning, April 17th, the del- 
egates listened to an address brim full of 
interest and stimulation, by James H. Per- 
kins, president of the City Bank Farmers 
Trust Company of New York, on “The Mean- 
ing of Trust Company Service.’ He empha- 
sized as the cardinal principle the care and 
management of property and the restatement 
of trust company functions in the form of 
what he termed a “new trust platform.” 
“So it seems to me,’ said Mr, Perkins, 
“that since the beginning, the trust organi- 
zations of the country have constantly and 
ably developed their industry—if it may be 
so called—along the lines of effective opera- 
tion, technical administration and promotion. 
This is all to the good, but I believe that 
there has not been sufficient stress laid on 
the true fundamental of trust service—the 
care and management of property. Many of 


PANORAMIC VIEW OF THE CITY OF CHARLESTON, SOUTH CAROLINA, SCENE OF THE SOUTHERN 
Trust CONFERENCE 





536 TRUST 
my friends in this business, as well as my 
associates and I, believe that the time has 
now come when we should state what might 
be called a new trust platform—a restate- 
ment of our reasons for existence with em- 
phasis on our basic function.” 

The next speaker was William C. Bowman, 
president of the First National Bank of 
Montgomery, Ala., who gave accent to the 
opportunity of southern trust men to foster 
the elements of human helpfulness and per- 
sonal protection that are inherent in trust 
work. He was followed by Robert Strick- 
land, Jr., vice-president of the First National 
Bank of Atlanta, Ga., who devoted himself 
to the subject of “Investment of Trust 
Funds,” in the course of which he advocated 
the development of a uniform standard gov- 
erning legal requirements as investments ac- 
ceptable for trust funds and tests of safety 
and other necessary considerations governing 
“legals.” Mr. Strickland expressed himself 
as against the demand for liberalization of 
legal investments for trust funds, particu- 
larly the inclusion of corporation stocks and 
equities. 

Mr. Strickland’s conclusions brought on a 
debate in the course of which Mr. Perkins, 
while approving a high standard of invest- 
ments as legal for trust funds, stated that 
practical considerations of administration 
called for diversity of securities such as ob- 
tained by the comminging of trust funds. 
Mr. Perkins also pointed out that a large pro- 
portion of securities received under wills and 
trust instruments are of the non-legal char- 
acter and that testators or trustees often 
prefer not to limit the trustee to legal invest- 
ments. 

The Second and Third Sessions 

At the second of the conference 
there were scheduled addresses by H. O. Ed- 
monds, vice-president of the Northern Trust 
Company of Chicago, on “Safety and Segre- 
gation of Trust Assets’; by I. S. Bull, as- 
sistant trust officer of the Wachovia Bank & 
Trust Company of Winston-Salem, N. C., on 
“A Sound Basis for Trust Accounting”; and 
by Walter G. Query, chairman of the South 
Carolina Tax Commission, on “Taxation and 
Trust Estates in the South.’ 

The third session on Saturday morning, 
April 18, was mainly devoted to trust devel- 
opment problems and administrative policies. 
Ronald Ransom, vice-president of the Fulton 
National Bank of Atlanta, Ga., discussed 
“Practical policies for Trust Business Devel- 
opment.” 

“Insurance Trusts and Their Possibilities,” 
was the subject of the next paper by Hames 


session 


COMPANIES 


Coleman, Jr., of the State-Planters Bank & 
Trust Company of Richmond, Va., in the 
course of which he cited a number of cases 
from actual experience showing the excellent 
results where the trust representatives and 
the life underwriters work in close coopera- 
tion and with full understanding of the re- 
spective as well as coordinating aspects of 
life insurance and trust service. 


A Satisfactory Trust Fee Schedule 

“Compensation for Trust Services,’ was 
discussed by C, F. Zukoski, Jr., vice-president 
and trust officer of the First National Bank 
of Birmingham, Ala., in the course of which 
he said: 

“The real difficulty in building up a satis- 
factory fee schedule arises when it is sought 
to discover what types of business are in- 
adequately compensated. Given an unsatis- 
factory total profit, where does the cause lie? 
Unless the volume of business is such that 
it can be departmentalized, a condition not 
obtaining in many southern trust institutions, 
it will be hard to know which business has 
been profitable and which has been conducted 
at a loss. 

“The search may well take the form of an 
analysis of typical individual cases, distrib- 
uted among the various kinds of service 
which the department is rendering. In such 
cases, complete history cards may be made, 
listing every step taken and the time given 
by officers and clerical staff. This record 
may be supplemented by computations of the 
number of bookkeeping transactions, of post- 
age, of stationery expense and of other items 
of outlay, and the whole may be increased 
by an allocation of a part of overhead ex- 
pense. The resulting figure will in many in- 
stances be illuminating when compared with 
the amount which the cases have earned.” 

“Problems in Estate Administration,” was 
the text of the closing address presented by 
Gordon L. Groover, vice-president and gen- 
eral trust officer of the Citizens & Southern 
National Bank of Savannah, Ga. 

The principal 


speaker at the conference 


banquet was Rome C. Stephenson, president 


of the American Bankers Association, who 
developed quite a poetic talent in keeping 
with one of the prevailing habits in the Hoo- 
sier State from which he comes. He was in- 
troduced by the toastmaster, R. Goodwyn 
Rhett, chairman of the board of the Peoples 
State Bank of South Carolina, who was 
chairman of the general committee of the 
conference. 
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PRACTICAL POLICIES IN DEVELOPMENT OF 
TRUST BUSINESS 


PROFITING FROM ACTUAL EXPERIENCE 


RONALD RANSOM 
Vice-president, the Fulton National Bank, Atlanta, Ga. 


(Epitor’s Nore: 


: Mr. Ransom brings to his discussion of trust business development 


the results of actual experience which are especially valuable to novices in the field. In 
addressing the delegates at the recent Southern Trust Conference Mr. Ransom deals more 
directly with the problems of trust solicitation and advertising as related to trust depart- 


ments in the South.) 


HE development of trust business is 

primarily a problem of salesmanship. 

It must be based on a careful study of 
the market and on a definite plan. Your 
major market will be found among a certain 
percentage of the customers of your own 
bank. Fred Ellsworth says that out of one 
thousand bank customers, twenty may be 
considered as trust prospects. This must 
necessarily vary in different institutions and 
in different communities. You will find some 
prospects for your department among the 
corresponding class of the general public. It 
is not an impossible task to acquire trust 
business from the customers of other banks 
in your own city, but your principal field will 
always be your own institution. 


Potential Trust Prospects Among Bank’s 
Own Customers 


The files of your own bank should be sub- 


jected to the closest examination. Potential 
trust prospects will be found among the cus- 
tomers of every department. 
does not maintain a central file, then you 
must search each department separately. 
The trust department should be represented 
at all meetings of your officers and directors. 
You should watch all new accounts as they 
are opened and examine corporation accounts 
for the names of their executives. 

The officers of the bank who come in con- 
tact constantly with the customers of the in- 
stitution can be of great assistance by sug- 
gesting the use of the trust department to 
these customers and by promptly introducing 
them to your trust men. Some of your most 
valuable leads will naturally come from these 
contacts. From all these sources you will 
build your mailing list. 

This work should be systematized and 
there are certain essentials to observe in pre- 


If your bank 


paring the list. In addition to the names 
obtained from the sources suggested, a few 
carefully selected names from outside your 
bank should be added. These should include 
attorneys likely to be consulted by the 
wealthier element in your community: lead- 
ing life insurance men; successful young pro- 
fessional men who you think have no very 
close banking affiliations with other institu- 
tions and a few who are regarded by your 
bank’s new business departmeit as prospects 
for other departments of the bank. 


RONALD RANSOM 
Vice-president. Fulton National Bank, Atlanta, Georgia 








All the names on your mailing list will re- 
ceive your direct mail advertising. The list 
is also the feeder for a more important list 
which some institutions call the “prospect 
list,” which embraces those who are being 
called upon by your solicitors and who are 
in various stages along the way to closing. 
These names should be separated from the 
mailing list. 


Simple Plan for Handling Prospect Record 


A simple plan for handling is to record the 
name and all available information on a card 
to be filed in a visible card drawer. This 
can be done alphabetically with removable 
colored guides on the margin to indicate prog- 
ress. These can be transferred to a separate 
drawer when ready to be closed and in this 
way come under immediate observation of 
one of the senior officers of the department 
who will then be sure to meet the prospect 
and see that he meets the other officers of 
the department. This impresses your custo- 
mer with the fact that your entire personnel 
is interested in his case. Where the official 
family of the bank is small, it is an excellent 
idea to take a prospect whose will you have 
acquired around the bank and in his presence 
tell the other officers that he is using the 
services of your department. 

The possibility of handling a case in this 
very personal way is an advantage that the 
smaller institution has over the larger one 
in trust work. The customer wants to feel 
the individual contact and the assurance that 
his problems are of interest and concern to 
the institution. 


Records on Loose Leaf Cards 


Another plan for handling the mailing list 
and prospect list is to record the names on 
loose cards which may be in duplicate and 
filed both alphabetically and chronologically 
by the use of guides. The mechanical method 
used is not important so long as it assures 
the information being complete in every case 
and so long as it keeps the prospect list un- 
der constant observation and continually at 
work. The information should be full; it 
should show the relation of the prospect to 
the institution, both direct and indirect, what 
other departments he is using; officers who 
know him; his financial condition; all avail- 
able family and insurance information; the 
names of his attorneys; whether he is known 
to have made a will; the names of any offi- 
cers, directors or customers of the trust de- 
partment who personally know him: his ex- 
perience, if any, with the estates of others. 
The ecard will thereafter carry full informa- 
tion as to the trust literature mailed, replies, 
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calls from solicitors, information they gather 
and the final result. 

In this way, anyone examining a card 
should be able to tell at once the exact status 
of the prospect. If the case is suecessfully 
closed, it will go into the completea ile. 
Should your efforts produce a refusal, then 
the card should go into a suspense file, be- 
cause a good trust man does not regard “No” 
as a final answer. It is interesting to learn 
that in a midwestern bank merger the mail- 
ing list of the trust department of one of 
the banks was valued at $60,000. 


Considering Value of Estates Solicited 

It does not seem advisable for southern 
trust departments to fix a definite minimum 
value for estates to be sought or accepted. 
It is easier to fix this value for estates which 
you will solicit than for those you will ac- 
cept, for we must bear in mind that we can- 
not build trust business in our section in 
a day. The work should be seen as reaching 
far into the future. If you share the opinion 
9f a number of economists who believe that 
the development of the south will be greater 
over the next ten or twenty years than any 
other section and realize that we are working 
in banks which should benefit from this de- 
velopment, you can afford to be liberal in 
regard to the value of estates which. you will 
undertake to administer. The satisfied ben- 
eficiary of a small estate of today wilt be 
your best advertisement in the future. - 

The young man of today with a modest 
estate, or with a small amount of life insur- 
ance, or with a promising professional career 
ahead of him. is a2 man you want on the list 
of your trust customers. If you draw too 
strict a line on size of estates you will lose 
future business and present good will for 
your bank. In saying this. I feel that I 
should add a word of caution. Commercial 
banking is just now gracefully retiring from 
many bad habits connected with acquiring 
volume of business and in the rendering of 
free service, and is devoting its best efforts 
to profits, and we should not permit our trust 
departments to carelessly seek new business 
which cannot be profitable in any way. Fred- 
erick Behrends’ address at this year’s Mid- 
Winter Trust Conference on “Valuing and 
Paying for Trust New Business,” will repay 
study. 

While I am discussing individual or per- 
sonal trust development and not corporate 
trust work, it should be remembered that the 
latter should not be neglected in developing 
your department. While trust departments 
in smaller cities will not acquire any large 



































































































































































































































































































































TRUST COMPANIES 


Complete, Comprehensive, Trust Services 


PEOPLES STATE [BANK 
OF SOUTH CAROLINA 
Resources over $30,000,000.00 
In Forty South Carolina Communities 





amount of corporate work, many profitable 
opportunities will occur where the depart- 
ment can be used in receiverships, in occa- 
sional corporate trusteeships, and in various 
capacities in connection with liquidations and 
bank or creditor “work-outs.’”’ Occasionally 
you can turn a necessity into a profit by tak- 
ing on such work on a fee basis. 


The Field for Trust Advertising 

Having located your market for personal 
trust business and having your first objective 
fixed by the names on your prospect list and 
your reservoir established in your mailing 
list, you are ready to decide on the methods 
to be used to distribute your product and 
on your sales media. It is desirable to have 
a definite yearly appropriation for your ad- 
vertising. This will enable you to prepare 
a carefully planned program. Continuity is 
essential. Expressing a personal opinion, it 
seems to me trust advertising is an adjunct 
to personal solicitation, but a very valuable 
adjunct and one which must be regarded as 
something to be regularly purchased and 
used every year. 

The American public has already derived 
substantial benefit from trust advertising. 
Analysis of estates; the idea of pre-admin- 
istering estates: the creation of trusts: con- 
servatism in investments; increased use of 
life insurance; realization of the importance 
of experienced advice in the planning of es- 
tates to save taxes and the importance of se- 
lecting executors and trustees and the many 
advantages of corporate fiduciaries, are some 
of the thoughts stimulated by this advertis- 
ing. If your own community has not been 
made acquainted with these features of trust 
work, you will realize the necessity for laying 
this foundation for trust development. 

A wide field of media is open to choice. 
Newspapers and direct mail are obviously 
the two best at this time. Charles McMahon 





says that newspapers reach 95 per cent of 
all persons in the will making class, I have 
qualified my statement by saying ‘at this 
time,” because no one is able to predict how 
valuable and important the radio and tele- 
vision may become in trust development. It 
is hardly possible that they will ever be 
available to all trust departments, nor has 
the radio been used to any extent by the 
southern banks which could now use it. 

Lobby display cards and window display 
ecards should certainly be used. sillboards 
and street cards do not seem well suited for 
the product we are selling. Indirect news 
when it can be properly used is valuable and 
contacts with lawyers’ clubs, insurance as- 
sociations and civie gatherings present op- 
portunities for legitimate advertising. You 
should not overlook advertising your depart- 
ment to your own directors, stockholders, of- 
ficers and employees, or in acquiring their 
Wills. 


Educational Work 

Courses in trust service presented exclu- 
sively to insurance men have been found 
helpful. The Atlanta Clearing House Asso- 
ciation and the Georgia Fiduciaries Associa- 
tion are jointly now for the second time of- 
fering prizes for the best wills prepared by 
students in the senior classes of four Georgia 
law schools. 
ing. 
terest 


The results have been gratify- 
Faculty and students alike express in- 
in these contests. Many trust men of 
the future will come from these classes and 
these contests are developing an early inter- 
est on the part of our young lawyers in wills 
and corporate fiduciaries, 

The advertising service of the Trust Divi- 
sion of the American Bankers’ Association is 
valuable and inexpensive. The publications 
of this division of the American Bankers 
Association and of the Financial Advertisers 
Association deserve constant study by trust 











development men. There are excellent syn- 
dicated services from which to buy direct 
mailing material, as well as newspaper ad- 
vertising. .The trust advertising of the large 
metropolitan banks should be studied, It 
will keep you up-to-date on trust thoughts. 


The Solicitor and His Job 

The trust solicitor should have a knowl- 
edge of human nature, patience, diplomacy 
and ability to keep persistently but tactfully 
at work on his prospect. It has been esti- 
mated that the solicitor will not be given 
over twenty minutes on the average for an 
interview. This explains the unusual quali- 
fications required. Trust solicitors giving 
their entire time have not been used in the 
South to the extent they have in other sec- 
tions, but this is changing. Solicitation is 
as important for the smaller bank as for the 
larger. You can convey an idea through the 
printed word, but it is the spoken word and 
direct solicitation from some one which is 
necessary to close these transactions. Per- 
sonal solicitation is absolutely necessary if 
you are to get your share of the business. 
There is no justification for high pressure 
methods. Reserve high pressure ef- 
forts to keep your own organization going 
and to get through your own work, but do 
not apply these methods to trust prospects. 

Your solicitors should be men of character 
and deserve every assistance possible. Have 
the lists from which he works complete and 
up to the minute. If possible, have him in- 
troduced to the prospect by some officer or 
director who knows the prospect personally. 
A letter from the president of your bank 
saying the solicitor will call, or a letter fol- 
lowing his eall, thanking the customer for 
the time he has given to the solicitor, will 
be helpful in establishing and maintaining 
the contact. If it seems desirable to mail 
some special piece of literature, accompany it 
with a letter from a senior officer. 


sales 


Chief Resistance Points 

Every trust man knows the chief resistance 
points. Procrastination easily rates first, but 
is overcome by persistence. Some vague ob- 
jection which the wife of the prospect seems 
to have after he has discussed the matter 
with her runs procrastination a close second. 
It is not so easily overcome, but would not 
be so difficult if we were permitted in all 
cases to talk the matter over with the hus- 
band and wife together. We may in time 
have to have women solicitors to handle this 
phase of the problem. 

Following these two obstacles are those ob- 
jections to corporate trust service which 
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have their origin in the prospect’s knowledge 
that the grant of perpetual life to a bank 
does not necessarily mean that it will go 
on forever. These objections are easily an- 
swered by a full and frank discussion of the 
legal requirements under which trust de- 
partments operate, the past history of cor- 
porate trust work, its safety and its security 
and by a discussion of the condition of your 
own institution. 


Continuing Trust Department of 
Suspended Bank 

Some amendments to the existing banking 
laws could provide for the continued opera- 
tion of the trust department in the event the 
parent bank suspended. If these depart- 
ments are operated in compliance with exist- 
ing laws, they could be easily separated in 
such cases and continued in operation by 
some designated official or institution until 
such time as a successor fiduciary could be 
appointed. 

With the continued growth of trust work, 
the lines of demarcation between these de- 
partments and all other banking departments 
will become clearer and even better safe- 
guarded than at present. Your solicitor will 
meet some prospects who will have the er- 
roneous idea that trust departments are mere 
adjuncts for the securities department and 
outlets for securities. The laws of some states 
fully cover this line of objection. It should 
be the policy of your bank, if you have a 
securities department, to prohibit such estate 
trading and this should be the answer to 
such objections. It is desirable to write to 
each testator once a year reminding him that 
his will is on file and suggesting that some 
change in his family or financial affairs may 
make a revision necessary. This is protee- 
tion for the customer and serves to remind 
him of your bank’s continued interest in his 
estate problems. 

I do not believe it is possible to over- 
emphasize the importance of being adequate- 
ly equipped, both as to personnel and me- 
chanical facilities to handle such trust busi- 
ness as you now have and may expect. Be 
sure that you are prepared to back up your 
advertisements and your solicitor’s sales 
talks, for trust business in the South is ‘on 
the spot,” and a poorly handled estate by a 
corporate fiduciary will not only do irrepar- 
able damage to the particular fiduciary han- 
dling it, but will be a severe blow to trust 
development generally. 

In closing let me urge southern trust men 
operating in the smaller communities not 
to be discouraged because your departments 
are not showing immediate profits. This plea 
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applies equally to the other officers of your 
bank, to your directors and stockholders. 
Trust business is built up slowly. It has 
been demonstrated, however, that it can be 
made profitable for banks in small commu- 
nities. If you are adding wills to your files 
and are laying a firm foundation through 
advertising and solicitation, and above all if 
you are satisfying the trust customers you 
now have through efficient administration of 
their affairs, you need have no doubt about 
final results. 
oeo9¢ 


AN OUTSTANDING FIGURE IN SOUTHERN 
BANKING CIRCLES 


In selecting R. Goodwyn Rhett, chairman 
of the board of the Peoples State Bank of 
South Carolina, Charleston, to serve as chair- 
man of the general committee of the Fourth 
Southern Trust Conference, held recently in 
Charleston, the choice fell upon one of the 
most constructive and ablest leaders in south- 


ern banking and business circles. He has 
been closely associated with banking and 


financial interests in South Carolina for the 
last thirty-five years. He is a former presi- 
dent of the Chamber of Commerce of the 
United States and has been zealous in his de- 
votion to all movements for the advancement 
of the south. 





R. GooDwYN RHETT 


Chairman of Board, Peoples State Bank of South 
Carolina, Charleston 
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Mr. Rhett became president of the Peoples 
National Bank of Charleston in 1899. In 
1926 the First National Bank was amalga- 
mated with the Peoples under the name of 
Peoples-First National Bank of Charleston. 
In May, 1929, Mr. Rhett and his associates 
in Peoples-First National Bank, organized 
the Peoples State Bank of South Carolina as 
a statewide banking institution, taking in 
Peoples-First National Bank, Charleston, Na- 
tional State Bank, Columbia, Woodside Na- 
tional Bank, Greenville, and other strong 
banks, embracing offices in forty South Caro- 
lina communities and having combined as- 
sets of over $30,000,000. Capital, surplus and 
undivided profits of the Peoples amount to 
$2,574,000. 


TRUST EARNINGS OF SOUTHERN 
NATIONAL BANKS 

According to the last annual report of the 
Comptroller of Currency there are in the 
Atlanta Federal Reserve district 99 national 
banks exercising fiduciary powers, in the 
Richmond district 145 and in the Dallas dis- 
trict 6S. earnings of the national 
banks from trust departments, for the fiscal 
vear ended June 30, 1930, operating in the 
Atlanta district amounted to $563,000; in 
the Richmond district $738,000 and the Dal- 
las district $297,000. 


Gross 





H. F. PELHAM 


Trust officer, Citizens and Southern National Bank, 
Adclanta, Georgia 




















INVITING OPPORTUNITIES FOR TRUST SERVICE IN 
THE SOUTH 


KEEPING PACE WITH RAPID INDUSTRIAL AND FINANCIAL PROGRESS 


Ww. C. BOWMAN 
President, First National Bank, Montgomery, Alabama 


(IpITroR’s NOTE: 
Bowman on the program. 


conference in Charleston, S. C.., 


he said: “Let us now and then mingle with 


No Southern Trust Conference is considered complete without Mr. 
He speaks the language and gives accent to those sentiments 
to which every true Southern heart responds. 


In concluding his address at the recent 
the cola 


administration of our trusts a little sentiment, a little love, a little sunshine, to the end 
that when the South is again set apart as a distinctive unit of our commonwealth, it will 
be in recognition of the fact that it has a warm pulsing heart and that it ercels in the 


character of trust service which it renders to 


HAVE no thought of being facetious or 

of chafing under the oft accepted belief 

that we of the South still form a portion 
of the undeveloped territory of this great 
nation. I do want to emphasize, however, 
the fact that the South has been now for 
some time an integral part of these United 
States, and that with its tremendous re- 
sources and its imposing position in the in- 
dustrial and financial life of our country 
it is no longer possible to put a wall around 
its geographical boundaries and deal with it 
as a separate and independent unit. 

It may be that the South has been a little 
tardy in utilizing its resources; that it has 
reveled too much in the past and clung too 
persistently to patriotic sentiments. But 
with it all she has built and is building for 
herself a stalwart citizenship, and a country 
sound in éts industrial and economic struc- 
ture. Perhaps the explanation for our slow- 
ness in development has been the scarcity 
of leadership. 


Financial and Industrial Leadership 


leaders in this 
financial wizards, no 
giants of industry? Yes, as great as can be 
boasted of by any section or by any na- 
tion. Then, where are they today? Ill tell 
you :—many of them, yes, hundreds of them, 
are in the front ranks and on the firing line 
of the great financial and industrial enter- 
prises of our sister states who have called 
them to greater fields of service than we 
were able to supply—there to augment their 
vtready splendid array of business geniuses. 

When will our good friends from the North 
and East be able to supply their own demand 
ud make available to us for our own con- 


Have we raised up no 
southern clime, no 


those entrusted to its care.’) 


sumption the brains and leadership of our 
native sons? When will they be able to 
send back to us such men as Charlie McCain, 
Percy Johnston, Baxter Jackson, Eugene 
Stetson, Henry Turnbull, Elmore Higgins and 
humerous others in the field of finanece?—or 
Matthew Sloan, Sidney Zollicoffer Mitchell, 
A. R. Erskine, and dozens of other great in- 
dustrial leaders which we have so sorely 
needed in the development of the South? I 
am not unmindful of the leadership of the 


W. C. BowMAn 
President, First National Bank, Montgomery, Alabama 
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splendid executives who are responsible for 
our progress, nor would I take from them 
the glory of achievement. It is not a ques- 
tion of greater leaders, but of more leaders. 
But, the day of reckoning is at hand. The 
tremendous strides made by the South within 
the past decade not only gives assurance of 
her rightful place in the financial and indus- 
trial ranks of our nation, but offers to her 
native sons opportunities and responsibilities 
worthy of their every ambition. It insures 
us capable and sufficient leadership, without 
which no people can prosper. Not only that, 
but as attention is drawn to our resources 
and our opportunities the tide begins to turn 
and we almost make bold to issue a challenge 
to our eastern friends we point with 
pride to the fact that only recently we dared 
invade the sacred precincts of Wall Street 
itself and there drafted two of their very 
own in order that they might assume the 
leadership of one of the greatest financial 
institutions in the South. And, why not? 


as 


Some Facts Worthy of Note 


Is it not worthy of note that the South 
is now spending annually more than $450,- 
000,000 for education—a sum approximately 
equal to that expended annually by the en- 
tire nation only a decade ago? Is it not 
significant that some of those who emerged 
from that terrific civil strife have lived te 
see a bankrupt confederacy amass a fortune 
of $80,000,000,000, and an increase in popula- 
tion from 13,000,000 to 40,000,000 people. 
Does it seem very long since 1900? And yet, 
the South with her annual returns from fac- 
tories and mines of $12,000,000,000 and her 
banking resources of $10,000,000,000 equals 
that of the entire United States only thirty 
years ago. North Carolina pays more to the 
Internal Revenue Department than all the 
New England states combined, and Virginia 
twice as much as Wisconsin or Indiana. 

Many statistics could be produced to show 


the rapid development that has and is tak- 
ing place but suffice it to say that the South 
has now definitely established herself as a 
real factor in the development and manu- 
facture of textiles, tobacco, furniture, chemi- 
cals, coal, power and numerous other 
commodities, and that with these things come 
wealth, and with wealth greater 
need for trust service. 


steel, 


comes a 


South Peculiarly Fitted for Trust Service 

I like to visualize the South as being pecu- 
liarly fitted for trust True it is 
that our corporate trusts are limited and 
we cannot hope to profit materially from that 
character of service for some time to come, 
especially in the smaller business centers. 
Other problems which confront us are the 
great amount of undeveloped resources: 
large tracts of unprofitable lands; and 
munities too small to justify the establish- 
ment of trust service. But, as against that 
comes the opportunity to really serve. The 
greater the problems of a people, the greater 
the opportunity for real service, and just as 
we think of the Red Cross as the*Mother of 
the unfortunate, I like to think of trust 
service as Father of the widow and orphan. 


service. 


con 


It is not enough just to preserve and make 
safe an estate. It is not enough just to dole 
out an income to dependents with marked 
regularity. The facilities of a trust depart- 
ment are made available at a time when the 
beneficiaries need more than that. It may 
be that the fragrance of these beautiful gar 
dens and the charms of this historie little 
city stirs within me a sentiment that rises 
above the cold calculating machines of banks 
and trust departments, and makes me feel 
that to those who entrust to us the protec- 
tion of their loved ones, we owe a greater 
debt than that. I like to think of the man 
who in the making of his will not only pro 
vides for the’proper administration of his 
estate, Lut injects into it some of the affec 
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that he bears for his loved and 
upon his executor and trustee a 
higher duty than merely tracking the law 
in its dealings with his beneficiaries. 


tion 


imposes 


ones 5 


Yes, I like to think of the man who, when 
in his will has made provision for the ac- 
tual needs of life, found it possible to create 
just another small trust for a summer va- 
cation for a tired and weary mother of his 
children, or for a Christmas fund to bring ‘ 
ray of sunshine into a dreary household— 
something as an incentive to carry on and 
preserve the sanctity of the home. And, 
where in all the land is there greater oppor- 
tunity for trust service to aid in the con- 
tinuance of the home. In the great financial 
centers of the North and East, in the snow 
clad mountains of New England, in the des- 
erts of the West, what difficulties there are 
in solving the many problems of continuing 
the home especially for those of modest 
means, but, here, the home of sunshine, the 
home of flowers, the fountain source of senti- 
ment, the land of homes, we have a great 
opportunity of injecting into that sacred 
trust—that responsibility for safekeeping, a 
vet deeper feeling of our obligation—that of 
helping those entrusted to our care to earry 
on and prove worthy of the sacrifice of him 
who left their keeping in our hands. 


Marching to Industrial Supremacy 
Yes, the South is steadily marching on to 


industrial supremacy; sentiment is_ fast 
yielding to commercialism; with added 
wealth comes added responsibilities, greater 
need for trust service, and we must be pre- 
pared to meet the issue. Let us meet it 
ith efficiency, with firmness, with fidelity. 
it let us still cling somewhat to the tradi- 
ions of our forbears, to our love of home, 
‘0 sentiments so fitting to our Southern clime, 
‘nd aS we engage upon a larger and broader 
eld of trust service, let us now and then 
ingle with the cold administration of our 
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trusts a little sentiment, a little love, a little 
sunshine, to the end that when the South 
is again set apart as a distinctive unit of 
our commonwealth, it will be in recognition 
of the fact that it has a warm pulsing heart 
and that it excels in the character of trusi 
service which it renders to those entrusted 
to its care, 
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A STRICTLY SOUTHERN FIDUCIARY 
INSTITUTION 

The fact that it pays in earnings and 
quality of service to conduct a trust com- 
pany along strictly fiduciary lines, is demon- 
strated by the success and growth of the Vir- 
ginia Trust Company of Richmond. From 
the beginning of its business in 1892 this 
trust company has concentrated its adminis- 
tration on trust business, although banking 
and savings functions have also been devel- 
oped. Evidence that its policy has met with 
most favorable response is the accumula- 
tion of $45,000,000 held in trust and the set- 
tlement of estates and execution of trusts 
which represent many more millions during 
its career of nearly forty years. 

To the president, Herbert W. Jackson, is 
chiefly due the noteworthy development of the 
Virginia Trust Company as “strictly a fidu- 
ciary institution.” It was his idea to pro- 
vide the community with an organization 
that would be generally recognized as devot- 
ing itself primarily to the responsible per- 
formance of trust business and the efficient 
handling of estates, This policy has natu- 
rally stimulated faith in its banking and 
savings functions. Banking resources amount 
to $8,307,000 with deposits of $5,189,000. Capi- 
tal is $1,000,000; earned surplus, $1,500,000, 
with undivided profits of $410,171 and reserve 
for contingencies, ete., $159,471. Associated 
with President Jackson is an able staff of 
executives and a representative board of di- 
rectors. 
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NOTABLE TRUST APPOINTMENTS IN 
THE SOUTH 


Upon the honor role of distinguished and 
eminent leaders in American business, indus- 
trial and public life who have named trust 
companies and banks in their wills as execu- 
tors and trustees, appear the names of many 
southerners. While the rapid growth of trust 
business in the South has been in large mea- 
sure due to the flow of increasing number of 
moderate-sized estates, it is now the rule 
rather than the exception for men of. large 
fortune and affairs in the southern states to 
avail themselves of the safety and facilities 
of trust companies and banks as fiduciaries. 
Among them may be named such men as 
Thomas Fortune Ryan, 8. Davies Warfield, 
Asa G. Candler, T. G. Ragsdale, Supreme 
Court Justice Edward T. Sanford and many 
others. 
























One of the most interesting appointments in 
the south recorded last year was that of Mrs. 
Rebecca Latimer Felton, who had the distinc- 
tion of being the first woman ever to occupy 
a seat in the United States Senate. She died 
in January, 1930, at the ripe old age of 
ninety-four, and left a will disposing of an 
estate valued at from $250,000 to $300,000. 
In her will she had named the First National 
Bank of Atlanta executor and trustee. 
Her grandchildren are named as the princi- 
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Mrs. REBECCA LATIMER FELTON 


Late United States Senator from Georgia, who named the 
First National Bank of a executor and trustee in 
er wi 
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pal beneficiaries. A fund of $6,000, known 
as “The Felton Fund,” is left in trust to 
the University of Georgia and the Georgia 
State College for Women. In case of the 
death of the grandchildren without issue the 
will provides that the state as a whole shall 
be left to the Georgia Training School for 
Girls, including provision for the construction 
of a dormitory to be known as Felton Hall. 


NEW ORLEANS BANK PASSES CENTURY 
MARK 

One hundred years ago when New Orleans 
was little more than a neglected trading 
post there was incorporated the New Orleans 
Canal and Banking Company with authorized 
capital of $4,000,000. The chief function of 
the enterprise was to finance the building of 
the New Basin Canal and its secondary func- 
tion to provide banking facilities. During 
all the intervening years this organization 
has grown parallel with the development of 
New Orleans and is today known the 
Canal Bank & Trust Company and has a 
place among the largest banks in the country. 

Simultaneously with the celebration of the 
one-hundredth anniversary of the bank the 
helm has been transferred to the new presi- 
dent, Oliver G. Lucas who began his banking 
career as a runner and has had a wide ex- 
perience in banking, including association 
with the National City Bank of New York, 
the Bank of the Republic at Port au Prince, 
Haiti and other institutions. 


as 


AMERICAN SECURITY AND TRUST 
COMPANY 

The American Security & Trust Company 
of Washington, D. C., which will soon secure 
ample elbow room in its new Annex build- 
ing, reports under date of March 25, total 
resources of $41,490,149, including cash and 
due from banks, $5,479,574 U. S. Govern- 
ment, state and municipal and other secur- 
ities of $14,969,000; loans and discounts $15,- 
208,779. Deposits amount of $33,362,225. 
Capital is $3,400,000; surplus $3,400,000 and 
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undivided profits $823,351. 


The Tarentum Savings & Trust Company 
of Tarentum, Pa., reports resources of $2,- 
§26,000 and trust funds $859,101. 

The Agricultural National Bank of Pitts- 
field, Mass. reports trust department assets 
of $15,754,000 and banking resources $12,- 
146,000. 

The Weehawken Trust & Title Company 
of Union City, N. J., reports resources of 
$10,714,000; deposits of $8,400,000 and com- 
bined capital account of over $2,000,000. 
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TRUST SERVICE AND THE “LIFE INSURANCE AGE” 


TYPICAL CASES OF TEAMWORK BETWEEN TRUST REPRESENTATIVE 
AND UNDERWRITER 


HAWES COLEMAN, JR. 
Trust Representative, State-Planters Bank and Trust Company, Richmond, Va. 


(Epitor's Note: 


The following paper, presented at the recent Southern Trust Con- 


ference, includes some interesting cross-sections from actual experience showing how 
intelligent and impartial cooperation between trust representatives and the life insurance 


underwriter, yields the best results. 


The central idea is that both must understand not 


only their respective services but be prepared to adwise the client precisely how life insur- 
ance and trust service benefits his financial or estate plan.) 


LL of you have heard of the remark- 
able and rapid growth of the amount 
of life insurance in force in this 

country in the last five or ten years and how 
fifteen or sixteen billions of dollars of life 
insurance is being written annually. You 
know also of the tremendous increase in the 
volume of life insurance trusts, particularly 
within the last five years. The total of all 
life insurance trusts in force is estimated 
at something more than four billions of 
dollars. 

Under current conditions it must be ad- 
mitted that these two remarkable growths 
are not independent of one another but are 
closely related, and in fact, to a great de- 
gree, inseparable. Life insurance is the raw 
material we need for the creation of life in- 
surance trusts. We advertise the advantages 
of the life insurance trust and thus give to 
our life underwriters a very tangible and 
definite sales point in developing the need 
for life insurance. They, in turn, sell the 
life insurance and point out to the client 
his need for trust services. We then obtain 
the trust business. 


Without the life insurance trust and the 
principles of estate conservation developed 
by the trust companies the life underwriter 
would be deprived of a valuable tool in his 
sales kit, and the volume of the life insur- 
ance written annually would undoubtedly be 
much smaller than it is. And on the other 
hand, if the volume of life insurance were 
decreased, our insurance trust new business 
would certainly suffer. Obviously, the pro- 
duction of life insurance and life insurance 
trusts follow each other in a so-called “vi- 
cious circle.” 

The old era in which the banker may have 
taken a negative or indifferent attitude 


towards the sale of life insurance has defi- 
nitely passed. But with the development of 
our new viewpoint towards life insurance 
how many trust men, to say nothing of com- 
mercial bankers, really understand the prod- 
uct which they so endorse by their institu- 
tional advertising? This is the real point 
that I should like to “get across’? because 
such understanding will be one of the big- 
gest factors in determining our success in 
developing life insurance trust business. 


HAWES COLEMAN, JR. 


Trust Representative, State-Planters Bank and 
Trust Company, Richmond, Va. 





TRUST COMPANIES 


Understanding of Life Insurance 

By “understanding of life insurance” is 
meant real appreciation of what it means to 
an individual and to his estate and the ability 
to instill in our clients the same apprecia- 
tion. Bankers and even trust men are not 
generally salesmen in the sense that we are 
speaking of here, and you will find, I believe, 
that your trust department, to develop its 
maximum potentialities, must have at least 
one such salesman. He need not be a full 
time solicitor as they have in the larger in- 
stitutions, but he should have the ‘“under- 
standing” referred to and the ability to im- 
part it to others. 

In the fall of 1929 the Equitable Trust 
Company of New York, since merged with 
the Chase National Bank, held a Trust De- 
velopment Conference. Those of you who 
were fortunate enough to attend heard 
Nathaniel Seefurth, of the Seefurth Service, 
Inc., make an address that was among the 
outstanding ones of the Conference. In it 
he said that there were two viewpoints from 
which one could regard the development of 
life insurance trusts. First, the narrow view 
in which one could regard the life insurance 
trust as a device for handling a man’s life 
insurance proceeds upon his death; and, sec- 
ond, the broader view in which one could 
regard the life insurance trust as a device 
for conserving and protecting a man’s gen- 
eral estate and for effecting for his family 
or dependents an adaptable and economical 
plan for their living requirements. This sec- 
ond view of Mr. Seefurth’s illustrates ex- 
actly what I mean by the “understanding” 
we ought to have of life insurance and es- 
tate creation. 

If we are going to a prospect or a client 
of ours and merely take what insurance he 
has and place it in a life insurance trust and 
then recommend to him that he make a will 
to dispose of his general estate, there will 
be mighty little constructive estate work 
done in this way, and we shall also miss a 
great deal of good will and potential trust 
business that might easily come our way. 

Rather than do a lot of abstract talking 
I should like to cite three or four actual cases 
that will illustrate what I am driving at 
far more effectively than any theories that 
could be advanced. Large sized or special 
eases have not been chosen but only such 
eases as are typical of average ones to be 
encountered throughout the South. 


Typical Cases Encountered 


A few months ago the manager of one of 
our branch offices in Richmond asked me to 
go to see a depositor of his branch who 


owned some life insurance and who made a 
fair-sized salary. This gentleman had ex- 
pressed a casual interest in the subject of 
wills one day while at the bank. Upon call- 
ing on this prospect it was found that he had 
a small amount of real and personal prop- 
erty, a wife and three children and about 
$15,000 of life insurance. He wanted to find 
out from us what to do with all of these 
assets upon his death, his idea being to pool 
them all and have a will disposing of them. 

As soon as the facts in his case had been 
ascertained, I preceded to talk with him 
about about minimum family requirements, 
what he was doing with his surplus annual 
income, possible methods of building and in- 
creasing his estate. We had an hour and a 
half of it without mentioning wills or trusts 
or anything of the kind and talking only 
about his need for additional life insurance. 
The long and the short of it was that he 
asked me to come back at an appointed time 
three days later and bring with me a eer- 
tain life insurance agent whom he named. 
His wish was complied with, and the agent 
and I went to his office together at the proper 
time and secured his application within 
twenty minutes for $20,000 additional insur- 
ance, whereupon we took our departure. The 
insurance was delivered, and at a subsequent 
interview we planned with him a life insur- 
ance trust fund and a will for a $35,000 
insurance estate rather than one for $15,000. 

Needless to say, the insurance agent was 
highly enthusiastic over our methods, and 
he remarked to me that in almost twenty 
years in the business he had never obtained 
an application as easily. This case was small 
in itself, but since then this same agent has 
on his own initiative practically closed and 
brought to us two very nice trust prospects 
whose business is now on file with us. Sell 
ing the agent and the estate creation idea 


in the original case has meant to us a good 
deal more than selling the client. 


How Life Insurance Trust Was Increased 

Here is another case in point. An insur- 
ance man gave us the name of a gentleman 
receiving one of the highest salaries paid in 
our community. The agent stated that he 
did not know much about him other than 
the fact that he had been tackled by a 
number of insurance men and that he did 
not have insurance in any degree commen- 
surate with his income and needs. After a 
visit to him, it was found that he had only 
approximately $20,000 life insurance and 
other small personal assets despite the fact 
that he and his family were living on an 
unusually comfortable scale. 
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DEPOSITS OVER 


We discussed with him the merits of life 
insurance as an estate building plan and as 
compared with other plans. His idea was to 
buy a small amount of insurance and set up 
a life insurance trust with with the 
thought that he would purchase stocks and 
bonds over a period of years and build an 
estate. After a two hour interview, I was 
allowed to send for the insurance man who 
had sent me to him, and a few days 
later this agent secured an application from 
the prospect for $S0,000 additional insurance 
upon the first interview. We now have this 
man’s life insurance trust for $100,000, and 
he has thanked us on two separate occasions 
for our exertions in his behalf. Our com- 
pany, the client, and the life insurance man 
are better off because of this procedure, 
whereas if we had regarded the life insur- 
ance trust as a device for handling his life 
insurance, we would have had today his life 
insurance trust for only $20,000 or $30,000. 


us 


see 


How a $50,000 Plan Was Sold 


more ought to be mentioned— 
that of a physician with $16,000 insurance. 
The insurance agent in the had sold 
him on the idea of talking with us. It was 
soon evident, from the facts he gave us, that 
he needed a $50,000 minimum estate and 
could in all probability pay for it right then. 
Such a sum was so far above what he had 
been thinking of that I felt we would lose 
his confidence by startling him with the sug- 
gestion of taking out sufficient insurance to 
bring his estate up to the amount stated. 
Accordingly, after a talk entirely on the sub- 
ject of family needs and estate building, I 
left him with the promise that we would pre- 
pare a rough draft of a plan for an estate 
consisting of about $30,000 life insurance 
and with the idea that the plan would be 
regarded as only temporary. It could be re- 
placed by another plan two or three years 
later when he would increase his life insur- 


One ease 


case 


* 


- - - - 


$14,000,000.00 


ance to $50,000. In order to put this tem- 
porary plan into foree, of course, he would 
then have to purchase only about $15,000 ad- 
ditional insurance. 

With the results of our interview in mind 
the insurance agent called on him the next 
day and continued to develop a plan for the 
ultimate acquisition of a $50,000 insurance 
estate. After his talk with the prospect the 
agent had a conference with us, and we 
called the physician on the telephone and 
told him that in view of two or three points 
brought out by the agent subsequent to our 
interview with him we felt that another con- 
ference would desirable before deciding 
definitely on what type of trust plan to pur- 
sue. After one more interview with the trust 
representative the $50,000 plan was sold, and 
we now have the life insurance trust for 
more than $50,000, while the agent sold a 
$35,000 policy instead of the one for $15,000. 

Many more such cases could be cited show- 
ing how the life insurance approach has 
developed desirable trust business, but prob- 
ably the illustrations given are sufficient to 
indicate to you that this sales plan has its 
merits. We cannot use such an approach in 
every case, of course, but when a situation 
is ripe for a discussion of this kind with the 
prospect, we, trust men, ought to be 
able to deliver a sales talk on life insurance 
just as readily as we can deliver one on life 
insurance trusts or wills, for all of them 
are elements in what we call Estate Plan- 
ning. 


be 


as 


Gaining Good Will of Underwriter 

There are a good many very definite re- 
sults that such a sales policy will accom- 
plish for us. In the first place, a trust in- 
stitution that understands life insurance and 
that uses this understanding in a tangible 
way by showing its clients and customers the 
real need for life insurance in specific cases, 
is certain to earn the gratitude and active 
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cooperation of the insurance agents of its 
community. We do not have to favor any 
individual agents or any particular life in- 
surance company in order to get this result, 
and you will find that the life underwriters 
in the community will be quick to realize it 
when you begin exerting impartial but sound 
sales effort in their behalf. With our institu- 
tion the value of this type of approach has 
been proved beyond a doubt. The life under- 
writers are bringing us aS many and some- 
times actually more cases than we can han- 
dle as promptly as we would like. 

The real worth of such life underwriter 
cooperation can hardly be overestimated. 
Knowing that we make these life insurance 
approaches and feeling that we can fre- 
quently from an unbiased position carry 
more weight with the prospect than they can 
themselves, the insurance agents often at- 
tempt to sell the prospect on the trust insti- 
tution and the idea of talking over his situ- 
ation with us, leaving it to us to make the 
insurance approach. 


An Invaluable Sales Fact 

This attitude taken by a good many of the 
life underwriters of our community has il- 
lustrated very forcibly one definite sales fact 
that we believe is invaluable to any trust 
institution seeking to develop this kind of 
business. The principle is just this: that a 
life insurance agent can frequently do more 
in a few minutes to sell your institution and 
its trust services than you might do by all 
your efforts and advertising over a long 
period of time, and on the other hand, that 
a trust man with an appreciation of life in- 
surance and a well developed sales talk ean 
in many cases close the sale of a _ policy 
where a life insurance agent never would. 
It is just human nature for a good many 
individuals to react in this way by giving 
serious consideration to one who apparently 
has no interest in the matter but who seems 
well informed, while turning a deaf ear to a 
really capable and reliable individual pre- 
senting the same proposition with a definite 
interest in making the sale. I could cite 
you case after case in our own trust de- 
velopment experience where the insurance 
agents with comparatively little knowledge 
of our business have sold prospects that we 
had tried in vain to sell on numerous oc- 
casions. 


Beginning of Life Insurance Age 
The life insurance age is just beginning, 
and the conception of the life insurance trust 
has already served and will continue to serve 
as a kernel around which the bulk of our 
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sales thoughts and life underwriting ideas 
will grow. The life insurance trust is not 
just a device for handling life insurance pro- 
ceeds. It is more than that. The life insur- 
ance trust is really the basis of trust com- 
pany—life underwriter cooperative endeavor 
—it is as valuable a concept to the one as to 
the other. It is not the immediate goal in a 
sale but it is a by-product frequently obtained 
in working out an estate plan. 

The by-product of value to the trust com- 
pany is the life insurance trust while the 
by-product of value to the life underwriter 
is life insurance. The thing to drive at is 
the Complete Estate Plan. In a given case 
neither a life insurance trust nor new life 
insurance may result. In another case both 
may result. The important thing for us is 
this: be prepared in each case encountered 
to develop the full potentialities—have at 
your command whatever sales approach is 
best for the individual case—and in the long 
run your Life Insurance Trust business is 
bound to grow. The trust company that be- 
comes the most life insurance minded will 
have a big start on the others. 


THE MILLIONAIRE’S MASTER 

The early morning light comes streaming 
through the mist of San Francisco Bay, il- 
luminating piles of vegetables crowded in 
the market district. Carefully, conscientious- 
ly, the son of one of the Italian merchants 
checks the income and outgo. * * * 

In a different scene, a few decades later. 
Amadeo Giannini is still checking the “ia- 
come and outgo.” But now, as head of one 
of the world’s greatest banking houses, the 
emphasis is laid on keeping up his personal 
expenses. For this genius of finance finds 
his hardest job—but let him tell it: 

“My hardest job,” said Giannini recently, 
“is to keep from becoming a milloinaire. * * * 
Wealth is a hard master, imposing many bur- 
dens, fears and distractions.” 

Mr. Giannini may find it difficult. But, if 
the great banker finds it worrysome, what is 
the condition of a person unused to the man- 
agement of a lump sum of money—the benefi- 
ciary of your life insurance for instance— 
when suddenly called upon to assume unac- 
customed resuonsibility? It is because so 
many men are realizing that “imposing a 
hard master’ on their beneficiaries is dis- 
tinctly not the reason that they carry life 
insurance that life insurance trusts grow 
more universal each year.—From Property, 
published by the Fidelity Trust Company, 
Pittsburgh, Pa.) 
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FIRST NATIONAL BANK OF ATLANTA, GA., IN SPACIOUS NEW HOME 


Sixty-five years ago, and but a few months 
after the clouds of the Civil War had been 
dispelled, the First National Bank of Atlanta, 
Ga., began its corporate existence. Beginning 
with a eapital of $100,000 dollars in a city 
of 10,000 population the First National of 
Atlanta has since grown to the largest bank 
in the south, with invested capital of more 
than $12,000,000 and resources of over $100,- 
000,000. Visualizing this growth and making 
a new dent in the skyline of Atlanta is the 
massive and handsome new home of the bank 
which was formally opened for business sev- 
eral months ago. Nothing was spared in the 
way of architectural talent and modern 
equipment to render this one of the outstand- 
ing and finest banking structures, not only in 
the southland, but also in comparison with 
the largest banking structures in the country. 
It is of unusual interest that when excava- 
tions for the foundation of the new building 
were made, bed rock was found 65 feet below 
the surface of the soil, or exactly one foot 


of foundation for each year that the bank 
has been in existence. 

The new First National Building is located 
at “Five Corners,” in the heart of Atlanta’s 
busiest business section. In this building are 
combined not only the main offices of the 
bank, but also branch offices formerly main- 
tained at Pryor street and Edgewood avenue, 
the offices of the trust company. The ex- 
terior has been strikingly executed in Con- 
way Green granite to the second floor, with 
face brick and terra cotta combing to give 
artistic effect to the thirteen upper stories. 
On the street level are located the savings 
and women’s department, the former occupy- 
ing a space larger than any other department 
of its kind in the south. Below the street 
level are the bank vault, safe deposit and 
storage vaults, all constructed with latest 
protective equipment, with twenty-six coupon 
booths and five conference rooms, The hand- 
some main banking room is reached by a 
stairway from the building lobby and a main 
stairway from Marietta street. The latter 


VIEW OF THE MAIN BANKING ROOM IN THE NEW HOME OF THE First NATIONAL BANK OF 
ATLANTA, GA. 
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is distinctly impressive with its finish in 
Italian Travertine and black and gold mar- 
ble. The main banking room is one of the 
largest in the United States with area of 
149 by 110 feet. The general effect is one of 


comfort and dignity with tasteful blending of 
Travertine, black and gold marble. 
uous is the 


eages” 
~ 


Conspic- 
absence of the conventional 
and the substitution of modern coun- 
Officers’ quarters, directly east of the 
main banking room have no railings or par- 
titions, but are suggestive of the traditions 
of the institutions as a “bank of neighborly 
friendliness.” On the second floor 
directors’ room and executive offices. 

The Trust Company of Georgia, the entire 
capital of which is owned by the shareholders 
of the First National, occupies half of the 
third floor with every equipment necessary 
for comprehensive and efficient fiduciary 
service, such as developed by this organiza- 
tion. The capital, surplus and 
profits of the trust company amount to 
$5,000,000. On the same floor is also ac- 
commodated the First National Company, the 
investment affiliate which maintains client 
offices in Augusta, Savannah, Macon and 
Columbus. Another First National affiliate, 
the Atlanta Savings Bank, which encourages 
building of homes and deals in high grade 
mortgage loans, is likewise located on the 
third floor. On the fourth, fifth, sixth and 


ters 


are the 


undivided 


HANDSOME BUILDING RECENTLY COMPLETED FOR 
THE FIRST NATIONAL BANK OF ATLANTA, GA. 
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seventh floors are located the credit, business 
development, advertising, auditing, 
and bookkeeping departments. 

The First National Bank 
cludes also nine branch 
locations in Atlanta. 
tional 


interior 


organization in- 
offices in favorable 
Through the First Na- 
Associates, the shareholders of the 
First National Bank own controlling interest 
in the capital stock of the following institu- 
tions: First National Bank of Rome; First 
National Bank & Trust Company, Macon: 
National Exchange Bank, Augusta; Fourth 
National Bank, Columbus, and Liberty Na- 
tional Bank & Trust Company, Savannah, 
making up the largest banking group in the 
southeastern states, 

The First National traces its origin to the 
federal charter granted September 14, 1865 
to the Old Atlanta National Bank which was 
combined with the American National Bank 
in 1916. In 1924 the Atlanta National was 
combined with the Lowry Bank & Trust Com- 
pany of taking the name of the 
Atlanta & Lowry National Bank and continu- 
ing the operation of trust business under the 
old state charter and name of the Trust 
Company of Georgia, which is today the old- 
est trust company in the state. 
1929, the Atlanta and Lowry National 
combined with the Fourth National Bank 
under the present title of the First National 
Bank of Atlanta. The personnel of the 
merged institutions was retained, thus con- 
tinuing the contacts and traditions of the 
respective banks. The directorate is repre- 
sentative of the important financial, business 
and industrial interests of the city and state. 
The chairman of the board is Thomas K. 
Glenn; president, John K. Ottley: chairman 
of executive committee, Robert F. Maddox, 
and executive vice-president, James D. Rob- 
inson. 


Georgia. 


In November, 
was 


The Fulton National Bank of Atlanta, Ga.. 
has opened a branch office in Decatur, with 
Clyde Z. Walker as manager. 

The Frost National Bank of San Antonio 
Texas, reports banking resources of $22,660,- 
000 and deposits $18,484,000. 

Julien H. Hill, president of the State- 
Planters Bank & Trust Company, of Rich- 
mond, Virginia, and for a number of years 
treasurer of the Virginia State Chamber of 
Commerce, at a recent executive meeting of 
that body was named president, succeeding 
Mr. H. H. Harris of Lynchburg, Va. 

Seott S. Leiby has been elected third vice- 
president of the Keystone Trust Company, 
Harrisburg, Pa. 








Crowned with glittering aluminum wings 


above cathedral-like tower and a structure 
that combines unusual artistic and struc- 
tural values, the new home of the Genesee 


Valley Trust Company of Rochester, N. Y., 
offers something decidedly attractive in the 
line of bank buildings. It represents the 
combined effort of an array of talent which 
succeeded in a happy blending of the classical 
with modernistic in design. The architects 
are the same who designed the recently com- 
pleted Irving Trust Company Building in 
New York. The beauty of the structure 
stands out most impressively when the upper 
portion and the fan-shaped aluminum wings 
are flooded with golden lights from a con- 
cealed source. 

The materials used in 
from many places. 


the building come 
The granite used in the 
exterior comes from Deer Island, Me.; the 
buff limestone from Indiana. ‘The 
spacious banking room contains Levanto and 


colored 





NovEL ARCHITECTURAL FEATURES CHARACTERIZE 
THE NEw HOME OF THE GENESEE VALLEY TRUST 
COMPANY OF ROCHESTER, NEW YORK 
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IMPRESSIVE EFFECTS IN NEW HOME OF GENESEE VALLEY 
TRUST COMPANY 







Altico marbles; the walls carried out in Aus- 
tralian lacewood of soft tone and with other 
materials of natural mahogany, oak, ash 
and walnut. Over the windows of the bank 
floor are stone carvings by Leo Friedlander, 
one symbolizing “Security” and the other 
“Trust,” the latter represented by figures of 
a woman and child to the guiding 
influence and safety of trust administration. 
On the Exchange street facade is a_ bas- 
relief signifying “The Dawn of a New Era” 
and tracing the development of Genesee Val- 
ley since the treaty with the Six Nations of 
Indians. 


suggest 


The rear wall of the banking room is cov- 
ered with a mural by Carl Peters which con- 
veys something of a panoramic effect and 
distance, with a crouching Indian and the , 
futuristic sky-line of Rochester as the cen- 
tral themes. The spacious aspect of the bank- 
ing room is heightened by the absence of 
obstructing pillars and the use of wide count- 
ers in place of cages. Other features of the 
new banking quarters, including conference 
rooms, quarters of the trust department, di- 
rectors’ room and rooms for the comfort of 
patrons and employees, are all finished in 
harmony with the high standard which ap- 
plies to the structure in general. In the 
basement are gigantic vaults installed by 
the York Safe & Lock Company and equipped 
with the latest in protection. 

The Genesee Valley Trust Company was 
organized in 1901 and has a most successful 
eareer. William J. Simpson has served as 
president since July, 1922 and was prior to 
that associated for twenty-seven years with 
the Lincoln-Alliance Bank. Alexander T. 
Simpson has been vice-president since 1922 
and other executive officers are: Vice-presi- 
dents, John W. Jardine, Frank S. Thomas, 
George FE. Varcoe, John P. Day, and William 
W. Steele; treasurer, Stephen E. Godden; 
secretary, Howard W. Matthews, and trust 
officer, Joseph P. Collins. 


Kirke A. Neal, president, Equitable and 
Central Trust Company of Detroit, announces 
the appointment of Edward L. Carleton and 
Lloyd S. Aspinwell as assistant secretaries. 
Mr. Carleton, formerly with the Union 
Guardian Trust Company, became associated 
with the Equitable and Central Trust Com- 
pany in 1929. He will be in charge of the 
property management department. 
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Twenty-One Millions 


of interest paid during 1930 


gerald payment of interest on the 
due date is an outstanding feature of 
our Guarantee. Our clients never have 
to wait or worry. 


Not only were Lawyers Mortgage Com- 
pany checks mailed to investors in the 
various States of the nation, but to many 
cities of the world. This widespread de- 
mand for our Guaranteed Mortgages and 


Certificates is due to their absolute safety. 


Since 1894, our clients have invested more 
than one and one-quarter billions in our 
Guaranteed Mortgages and Certificates. 
No one has lost a penny. The same in- 
vestment, fully guaranteed, is available 
to you in any amount from $100 to 
$1,000,000 or more. Write for Booklet 
207. 


LAWYERS MORTGAGE 


COMPANY 


Capital and Surplus $22,000,000 


Richard M. Hurd, President 


345 Madison Avenue, at 44th Street, New York City 
Branch Offices: Brooklyn, Jamaica, Mount Vernon 





A SAVINGS GOAL FOR EVERY INCOME 
Based upon analysis of averages in individ- 


ual institutions it is estimated that more 
than 50 per cent of the fifty-two million sav- 
ings accounts of the banks throughout the 
United States, consist of small balances un- 
der $100. By reason of clerical work per 
item and other costs of maintenance, most 
of these small balances are operated at a 
loss to the bank and constitute a drain upon 
-Arnings. 

An interesting suggestion was submitted on 
the subject of seeking a remedy for the 
small, unprofitable savings account, by Virgil 
Allen, Jr., assistant vice-president of the 
First Bank & Trust Company of Utica, N. Y.., 
in a paper at the recent eastern regional 
savings conference. He said in part: “If 
we can gain general and widespread accep- 
tance of the belief that every income earner 
should constantly maintain in a savings ac- 
count, a minimum savings or cash reserve, 
varying in amount with his annual income, 
we will be acting constructively to overcome 
the problem of unprofitable savings accounts 
on our books. General belief that it is es- 
sential for every income earner to maintain 
a permanet savings reserve of this nature, 
will tend to increase savings deposits while 


stabilizing them against seasonal and cycli- 
cal fluctuations. 

“If we should adopt a slogan—‘Keep a 
Savings Reserve of Three Months’ Income,’ 
and cause this to be widely accepted as the 
minimum savings goal for every income earn- 
er, it is estimated that the savings deposits 
of this country would be increased about one- 
third or $10,000,000,000, An estimate is only 
an estimate, but nevertheless, it suggests the 
possible effect of national recognition of such 
a savings goal for every income earner.” 

INVENTORY OF DORRANCE ESTATE 

In an inventory filed with the surrogate 
the estate of the late Dr. John T. Dorrance, 
who was head of the Campbell Soup Com- 
pany, is appraised at $114.850,000 with in- 
heritance taxes payable of about $21,500,000 
of which $12,000,000 will go to New Jersey 
and $9,500,000 claimed by the Federal Gov 
ernment. The largest single item in the es- 
tate is Dr. Dorranece’s interest in the soup 
company, valued at $79,033,000 with deposits 
in various banks amounting to over $4,000,- 
000. Security holdings include mostly bank 
and trust company stocks and railroad se- 
curities. The Camden Safe Deposit & Trust 
Company of Camden, New Jersey is one of 
the executors and trustees under the will. 





Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 
Edited by EDWARD J. REILLY 


[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE.] 


CONFLICT OF INTERNATIONAL LAWS 

(The right of Great Britain to tar 
income received by one of its subjects 
from an American trust is to be de- 
termined from the law of the state 
where the trust is in force). 


Lady Archer-Shee, daughter of a citizen 
of the United States, was entitled under her 
father’s will, made in New York, to receive 
during her life the income of his residuary 
estate which was held by the New York 
Trust Company as executor and trustee of 
the will. Part of the income was forwarded 
to the beneficiary in England and all par- 
tics agreed that such portion was subject 
to the British income tax. But part of the 
income remained in New York and the 
question at issue was whether or not that 
portion of the income which was retained in 
New York was assessable for income tax 
in England. Under the British law the de- 
termination of this question depended upon 
whether or not the beneficiary had an equit- 
able interest in the securities comprising 
the trust fund. If so the income was taxable 
in England whether it was forwarded to the 
beneficiary there or not. If, on the other 


hand, the beneficiary had not an equitable 


interest in the trust property, the 
thereof was not taxable in England unless 
forwarded to that country. Under English 
law a beneficiary has an equitable interest 
in the securities comprising the trust prop- 
erty. Under American law, a 

takes no equitable interest, but 
force the trust in equity. 


income 


beneficiary 
may en- 


Since the rights of Lady Archer-Shee 
under the will were determinable under the 
law of New York; and since under that law 
she had no equitable interest in the securi- 
ties comprising the trust; that portion of the 
income of the trust which was retained in 
New York was held not to be subject to the 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


British income tax.—Archer-Shee_ vs. 
land, House of Lords. 


Gar- 


WHEN DIVIDENDS BECOME CORPUS 

(Where a dividend is declared pday- 
able at a later date, the dividend on 
shares owned by a _ stockholder who 
died on the later date becomes corpus 
and not income.) 

Bristol-Myers Company declared a_ divi- 
dend on Sept. 31, 1929, payable on October 
9, 1929, to shareholders of record on Octo- 
ber 7, 1929. James Bancroft Booth, a share- 
holder, died October 7, 1929 at 7 A. M. In 
a proceeding by the transfer tax appraised to 
include the dividend in the assets of the 
estate, the executor contended that the divi- 
dend was income and not principal since it 
did not accrue till the close of business on 
October 7, 1929. 

The court held that the decedent acquired 
a right to the dividend as a creditor im- 
mediately upon its being declared, and that 
the dividend was therefore an asset of the 
estate and was subject to the tax.—In re 
Estate of James B. Booth, Kings County 
Surrogates Court, New York, decided Feb- 
ruary 16, 1931. 


PRINCIPAL AND INCOME 
(Payments of income from one 
estate to the estate of another, consti- 
tute income and not principal to the 
second estate.) 

Annie Dexter in her will provided, among 
other things, that investments made by her 
should be retained, but the trustees were 
given the power to sell or exchange them. 
The income was to be paid to certain life 
tenants with remainders over. Under the 
will of Edward Amory, who died before 
Annie she was to share in the income from 
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his trust estate. These payments were be- 
ing made to the trustees under the will of 
Annie Dexter. They sought instructions as 
to whether the moneys received were to go 
to the life tenants, remaindermen or both 
under the trust created by Annie Dexter. 

It was held that the payments thus re- 
ceived were income and go to the life ten- 
ants. Had Annie Dexter survived, what 
she would have received from the Amory 
trust, would have been income. By her will, 
she directed the income from the trust 
created by her, to be paid to the life tenants. 
The moneys from the Amory trust were 
income and not capital and so were payable 
to the life tenants. There was nothing in 
her will indicating a desire to have the trus- 
tees apportion it between the life tenants 
and remainderman.—Dewrter & Ano vs. Dexr- 
ter et al. Mass. Supreme Judicial Court. De- 
cided January 31, 1931. 


REVOCATION OF WILLS 
(A subsequent marriage revokes a 
will where a pretended provision for 
the wife constituted no real benefit.) 

Albert Simon, deceased, by will made four 
days prior to his marriage, provided that: 
“Third: In the event that my estate shall 
amount to or be in excess of the sum of 
fifteen thousand ($15,000) dollars, I give 
and bequeath the sum of three thousand 
($3,000) dollars to my fiancee, Grace Stechen. 
Fifth: I make the bequest as above speci- 
fied, knowing that I am about to be married 
to Grace Stechen and desire that the be- 
quests as herein made shall be in force and 
effect after my marriage as well as at the 
present time. The decedent’s estate amounted 
to less than $15,000. 

In this proceeding, the widow claimed that 
the will was revoked as to her, by the sub- 
sequent marriage, since there was no provis- 
ion or settlement for her within the purview 


of the Decedent Estate Law. The executors 
contended that the will was not revoked, 
since the widow was provided for. 

The court held that the will was revoked 
as to the widow, since the testator pre- 
tended to provide for her in will, without 
actually doing so—l/n re Simon's Estate, 
Surrogate’s Court, New York County, N. Y. 
Decided December 12, 1930. 


COMMISSIONS AS EXECUTOR AND TRUSTEE 
(Commissions as executor in New 

Jersey will be allowed only on the final 

account and their rate will depend 

upon the difficulty of the task in- 

volved. ) 
George G. Smith by will devised and be- 
queathed the residue of his estate, real and 
personal to the Lakewood Trust Company as 
trustee to set up two trusts. The same trust 
company was also nominated as executor 
of the will. The executor submitted an 
account before the administration was com- 
pleted and asked for commissions at the 
maximum rate. The account included cer- 
tain items received by the trust company as 
trustee. 

The court held that commissions should 
not be allowed to the executor before ap- 
proval of the final account; that the items 
received by the trust company as trustee 
were not chargeable in the account as exec- 
utor; and that the rate of commission al- 
lowed depended upon the amount and diffi 
culty of the work performed in administer- 
ing estate—/n re Smith, decided February 
17, 19381. 


The Federal Trust Company of Newark, 
N. J., has secured control of the Kearney 
National Bank of Kearney, N. J. 

The State Trust Company of Plainfield, 
N. J., has been admitted to membership in 
the Federal Reserye System. 
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COLONEL MICHAEL FRIEDSAM’S WILL 

The Bankers Trust Company of New Yorx 
is named as trustee for a trust fund of 
$250,000 for the benefit of Alice S. Schwartz, 
a niece of the late Col. Michael Friedsam, 
president of B. Altman & Son, who left an 
estate said to have a value of “many mil- 
lions’ and including one of the most im- 
portant private collection of paintings and 
art works. The will provides that the pref- 
erence shall be given to the Metropolitan 
Museum of Art in the disposal of art collec- 
tion with the understanding that such c¢ol- 
lection which is valued at $10,000,000 shal 
be kept intact. 

Broad powers are given to the executors 
and trustees John S. Burke, asso- 
ciate and close friend of the testator; Ed- 
ward J. Steiner, a brother-in-law; and Clar- 
ence W. Wood, both as to the disposal of the 
art collection and the residuary of the estate. 
It is interesting to note and in contrast to 
the rigid conditions in the will of the late 
Joseph Pulitzer, Sr., of The World, the Fried- 
sam will does not bind the trustees but gives 
them ample discretion. Aside from the in- 


business 





struction that the residuary estate is to be 
devoted to charities and especially “for the 
care of the young and the comfort of the 
old” the testator places confidence in the 
trustees as to meeting changed conditions in 
the future. 


OLD NATIONAL BANK AND UNION 
TRUST COMPANY 

The influential position held by The Old 
National Bank & Union Trust Company in 
Spokane, Washington is indicated by the 
fact that the bank serves more than 36,000 
customers or practically one out of every 
four people in Spokane’s metropolitan area. 
The latest financial statement shows com- 
bined banking and trust responsibility of 
$64,000,000 of which $26,753,000 consist of 
banking resources and $38,079,ST7 under 
trust administration. 


Robert G. Emerson, vice-president of the 
First National Bank of Boston, Mass., has 
been elected to the board of directors of the 
Charlton Mills, at Fall River, Mass. 
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OPERATING RATIOS OF NEW YORK 
FEDERAL RESERVE DISTRICT 
MEMBER BANKS 

The extent to which earnings and decline 
in market value of securities last year affec- 
ted classified groups of member banks and 
trust companies of the Federal Reserve Dis- 
trict of New York, is summarized in a com- 
parison of operating ratios tabulated by the 
Federal Reserve Bank. The largest losses 
are attributable to charge-offs on loans and 
securities. The losses charged off on securi 
ties for all groups averaged 14.2 per cent as 
compared with 6.1 per cent for the previous 
year and 2.7 per cent for 1928. Average loss 
on loans and discounts was 6.5 per cent as 
compared with 3.9 per cent for 1929 and 3.5 
per cent for 1928. Smaller banks in the dis- 
trict showed the largest percentage of charge- 
offs on investments and the larger banks in 
New York City showed the largest losses on 
loans. 

Commenting on the comparison of operat- 
ing ratios for 1930 the Federal Reserve Bank 
of New York states: 

“The ratio of gross earnings to total avail- 
able funds was somewhat lower in 1930 than 
in 1929 for all'groups of banks, due in part 
to a reduction in the proportion of funds 
employed in loans, which in general give a 
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somewhat higher rate of return than invest- 
ments, and in part to a lower rate of income 
from both loans and short-term investments. 
The large New York City banks were espe- 
cially affected by the rapid decline in in- 
terest rates on loans and in yields on high- 
grade, short-term investments, of which they 
were the principal buyers. Banks in the 
smaller localities usually maintain the same 
rates on loans year after year, regardless 
of conditions in the New York money market, 
and do not ordinarily make heavy invest- 
ments in such securities as short-term United 
States Treasury certificates and Treasury 
bills, the yields on which fluctuate closely 
with open market conditions.” 

“IN THE HOMES OF SOUTH JERSEY’”’ 

The Camden Safe Deposit & Trust Com- 
pany of Camden, N. J., is issuing the first 
of a series of nine storiettes entitled “In the 
Homes of South Jersey” which conveys the 
message of trust service in a way that is ap- 
pealing and enlightening. These storiettes 
follow a series of monthly booklets distribu 
ted during the past nine months which dwell 
upon the various types of trust service re- 
lating to wills, settlement of estates, invest- 
ment of trust funds, life insurance trusts, 
living trusts, agency accounts, ete. 
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CORPORATE TAX ADVANTAGES UNDER 
NEW JERSEY LAWS 

The current issue of the Economic Bulletin 
issued by The ‘Trust Company of New Jer- 
sey, with headquarters in Jersey City, con- 
tains a discussion of the advantages which 
corporations and especially investment trusts 
in the way of tax and other means of econ- 
omy, derive under the corporation and tax 
laws of New Jersey. An intensive com- 
parison with the corporation laws of other 
states resulted in findings which reflect the 
following advantages under New York laws 
with respect to the following: 

(a) Annual state corporation income tax. 

(b) Organization tax and filing fees. 

(c) Stamp tax on transfer of shares. 

(d) No resident restrictions on incorpora- 

tors. 

(e) Place of annual meeting not restricted 

to state. 

(f) Directors can change by-laws. 

(g) Permanency of statutes. 

(h) No-par shares assessable at 1 per 

cent per share. 

(i) No examination by state tax depart- 

ments. 

“Our experience,” says the Bulletin, “with 
attorneys, shows that they are reluctant, 
sometimes, to take advantage of a tax say- 
ing as between the laws of their own state 
and the state of New Jersey. There are, 
however, other advantages as listed above, 
that should be considered, in addition to the 
tax saving, which are part of the permanent 
Statute Law of the state. Investment trusts 
were the first to realize them and “Keane's 
Investment Trust Monthly” lists a large num- 
her as operating in the State of New Jersey. 
The ease with which holding companies and 
investment trusts can do business makes it 
particularly desirable for them to profit by 
the advantages of the laws there. Attorneys, 
by studying these advantages, can certainly 
be of constructive assistance to their clients.” 


ARTISTIC PASS BOOK ADVERTISES 
THE BANK 


Numerous devices are offered to adver- 
tise a bank and to observe anniversary or 
other occasions, but it has remained for 
the bankers supply division of The Todd 
Company of Rochester, New York, to con- 
trive something that is most effective in com- 
bining usefulness with rare artistic quality. 
It consists of a pass book, the cover of which 
s of beautiful antique Moorish and with 
trademarks embossed in Todd Art Relik 
gold or plain embossed. This pass book as 
well as check covers iias proven popular 
among banks, trust companies and savings 
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banks to commemorate anniversaries, to sig- 
nalize the opening of new homes and for pur- 
poses of quality advertising. 

Often banks and trust companies neglect 
the advertising and good will value which 
attaches to furnishing depositors with the 
type of pass books or check covers which 
are not only artistic, but which give expres- 
sion to the precious character of the con- 
tents and build prestige for the institution. 

The Todd Company has prepared and has 
available for distribution to banks and trust 
companies a handsome booklet which de- 
seribes the romance of early Moorish artistry 
and of its modern adaption to pass books 
and check covers. 

A notable recent instance of the success- 
ful use of the Todd product was in connec- 
tion with the one hundredth anniversary 
e*lebration of the Rochester Savings Bank in 
Rochester, N. Y. The response and favor- 
able comment to this souvenir was most 
gratifying to the management. 


John B. Byrne, vice-president of the Hart- 
ford National Bank & Trust Company of 
Hartford, Conn., has been elected chairman 
of the Connecticut division of the New Eng- 
land Economie Council. 
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BANK EMERGENCY SERVICE BY 
AIRPLANE 

Currency has in recent years been speeded 
by airplane to banks requiring emergency 
assistance from reserve city correspondents. 
It remained, however, for the Central Trust 
Company of Illinois, Chicago, to establish 
the precedent of having one of its executive 
officers pilot his own plane on two trips to 
aid a customer bank. 

When a Moline, Illinois, institution re- 
quired additional funds to meet a recent run 
caused by the alleged defaleation of one 
of its officers, F. J. Greenebaum, vice-presi- 
dent of Central Trust Company, volunteered 
to take care of the situation personally via 
his own plane. Iis 
pilot gave the bank 
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the money would be carried through the air 
and across the state of Illinois to Moline in 
time to save the situation. 

He made the first trip Saturday, March 
14, carrying $500,000 in currency in a small 
bag. He landed in Moline on schedule, where 
an armored car rushed the money to the 
bank. Monday it was found that another 
half million was needed by the correspondent 
bank, and again Mr. Greenebaum met the 
emergency and put his plane in service for 
a second successful trip. This help at a 
critical time enabled the Moline bank te 
stop the run and continue without further 
difficulty. 


PER CAPITA WEALTH OF THE NATION 

The total national wealth of the United 
States in 1929 amounted to $361,- 
$00,000,000 and the national in- 
come was $84,000,000,000, accord- 
ing to estimates made public by 
the National Industrial Confer- 
ence Board. The per eapita 
wealth in 1929 was $2,977 and 
the per capital income was $692 
for that year. 


The New York Title & Mort- 
gage Company of New York, at 
a recent weekly meeting of its 
loan committee, approved 117 
loans aggregating $4,306,000. 

H. 8S. Smith, formerly with 
Graham, Parsons & Company 
and Estabrook & Company, has 
become associated with the New 
York office of the First Detroit 
Company. 









GROUP INSURANCE FOR GUARDIAN 
DETROIT UNION GROUP 

A new feature of group life insurance for 
bank officers and employees has been worked 
out for all the units composing the Guardian 
Detroit Union Group of Detroit, Michigan. 
This is the first instance where group insur- 
ance coverage has been extended to embrace 
officers and employees of all the banks and 
trust companies associated with a bank group 
organization. The plan was developed 
through the special committee of the board 
which represents the various members of the 
group, and headed by C. H. Haberkorn, vice- 
chairman of the board. 

The plan is contributory and the coverage 
ranges from $2,000 for employees in the 
minimum salary class to $8,000 for officers. 
Each employee who joins pays 50c. per 
month for each $1,000 of insurance; officers 
contribute at 'the rate of 60c. per month for 
each $1,000 of insurance, the balance of the 
net cost being assumed by the 
units. 

One of the chief features of the plan is 
provision for the payment of the insurance 
in the case of total and permanent disability. 
The four insurance companies which have 
underwritten the plan are the Metropolitan 
Life Insurance Company, the Canada Life 
Assurance Company, the Travelers Insur- 
ance Company, and the Prudential Insurance 
Company of America. 


respective 


THE WASHINGTON LOAN AND TRUST 
COMPANY 


the banks and trust companies 
located in the national capital, The Wash- 
ington Loan & Trust Company continues to 
register active progress 
in all departments. The 
latest financial  state- 
ment shows total re- 
sources of $21,502,975 
including cash and re- 
serve $5,987,739; loans 
and discounts, including 
real estate loans, $9,344,- 
057; U. S. bonds and 
others, $3,991,179. De- 
posits amount to $17.- 
938,293 of which $4,909,- 
219 are time. Capital is 
$1,000,000; surplus, 
*2,350,000 and undivided 
profits, $112,149, with 
reserve funds of $102.- 
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Central Hanover Bank and Trust Company Branch Office Managers 
and Assistants studying the possibilities of the trust business from 
the branch office standpoint 
A. E. Bruckner, A. McD. McLean, W. H. Roberts, A. E. Peterson, J. P. 


McGrath, W. T. Oliver, R. B. Reycraft, Paul Newton, L. F. Timmerman, Walter 
L. Schnaring, Craig Smith, R. M. Lovell, T. C. Meeks and J. J. Tuohig 





\ 


A ee ; i \, 
a 


<¥ 
NN 











\ 
/ 
On Guar? 


National Trust 
Company 


Limited 































Capital and Reserve 


$6,000,000 


Assets Under Administration 


$262,000,000 































Trust Company Service for 
Corporations and Individuals 


4% on Deposits 







5% on Guaranteed Trust 
Certificates 







Correspondence Invited 








Toronto Montreal Hamilton Winnipeg 













Saskatoon 


Edmonton 


London, England 


















The Security Bank and Trust Company 
and the Kanawha City Bank of Charleston, 
W. Va., have been merged. 

The Lincoln National Bank and Trust Com- 
pany of Fort Wayne, Ind., reports resources 
of $15,945,000; deposits $11,506,000; capital 
$1,250,000; surplus $1,150,000 and undivided 
profits $349,865. 
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TRUST BUSINESS IN AUSTRALIA 

From far-away Australia come reports of 
continued record-breaking increase in trust 
business. The pioneer trust company, the 
Trustees Executors & Agency Company, Ltd., 
with head office in Melbourne, administers a 
total of £23,574,000 trust funds, representing 
an increase of £1,225,800 for the fiscal year 
closing June 30th last year. Profit of £21,887 
enabled the company to declare dividends of 
10 per cent and with addition of a bonus of 
2 per cent and interim dividend, making to- 
tal distribution for the year of 14 per cent. 
Subscribed capital is £400,000, less £260,000 
uncalled, with reserve liability of £400,000 
and reserve funds and undivided profits of 
£125,406. 


The Trustees Executors & Agency Com- 


“4 


aod 


pany was established in 1878 and has admin- 
istered trust funds to the sum of £53,000,000. 
It is limited by law to the performance of 
trust business. Growth of business has been 
such as to require larger accommodations 
and plans have been made for the construc- 
tion of a spacious new building. 


Madame Nellie Melba, the famous opera 
diva, who died in Melbourne, Australia last 
February, left an estate valued at $1,000,000 
most of which goes to her only child and 
relatives. 

Frank W. Blair, chairman of the board, 
Guardian Detroit Union Group, Ine., has 
been re-elected president of the Joint Stock 
Land Bankers Association. 
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INCREASED DIVIDEND DISBURSEMENTS 
BY LARGEST BANKS OF THE COUNTRY 


While earnings of the one hundred largest 
banks and trust companies in the United 
- States, for which comparable data are avail- 
able, the dividend disbursements of these 
same banks reveal a substantial increase as 
compared with the two previous years. This 
result is shown in a tabulation based on re- 
t ports in Moody’s 19381 Bank and Finance 
0 Manual, published by Moody’s Investors Ser- 
d vice. This shows a decrease of 17.1 per cent 

in net earnings for 1980 as compared with 
1. 1929, but an increase of 5.1 per cent over the 
iS previous year and 23.5 per cent higher than 
k in 1928. 

Combined profits of the 100 leading banks 
amounted to $188,198,556 last year, as con- 
erasted with $227,103,161 in 1929, and $189,- 
071,892 in 1928. Dividends paid by this 
banking group totaled $135,720,430 in 1930, 
and constituted 72.1 per cent of aggregate 
earnings. 


- PD: 
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PUBLIC CONFIDENCE IN BANKS 

It is folly to attempt to disguise the fact 
that the large crop of bank failures during 
the past ten years has prejudiced a consid- 
erable part of the American population 
against banks as depositaries for their funds 
and savings. This is particularly true of 
the sentiment in smaller communities where 
failures have been most numerous. Judging 
from the maintenance or growth of deposit 
totals in larger banks and trust companies, 
this prejudice has not extended appreciably 
to larger cities where there have been rela- 
tively few failures. 

The greatest harm, aside from liquidation 
losses to depositors, is the opportunity given 
to political demagogues and communistic agi- 
tators, to make capital out of numerous bank 
failures. They are doing their best to under- 
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mine banking prestige and inflame the minds 
of the masses. Because of this situation, 
there is much to encourage the proposal 
made at the recent eastern conference of the 
Savings Bank Association of the American 
Bankers Association by J. A. Price, advertis- 
lig manager of the Peoples-Pittsburgh Trust ° 
Company, urging that a fund of a million 
dollars a year for five years should be raised 
by bankers to conduct a publicity campaign 
and combat attacks upon banking integrity. 
The proposal is to be laid before the next 
annual convention of the American Bankers 
Association. 





WILLIAM I. BERRYMAN 

Trust company men and bankers in West- 
ern Pennsylvania mourn the death of Wil- 
liam I. Berryman who had been associated 
for thirty-four years with the Union Trust 
Company of Pittsburgh as trust officer and 
was recognized as a foremost authority on 
trust administration. He was identified with 
many business interests and with numerous 
fraternal and social organizations. He was 
vice-president, also, of the Bank of Charleroi 
& Trust Company, and a director in the First 
National Bank of Finleyville, Pa. He was 
born in 1865 in Washington County and after 
completing his educational courses practiced 
law for a number of years. 





The Trust and Savings Bank of Rensselaer, 
Ind., has been organized with capital of $75,- 
000. 

In North Carolina during 1927, 74 per cent 
of property owning persons who died that 
year left no wills, although the cities of the 
state showed a higher percentage of wills 
filed. In Mobile, Ala., 46 per cent left wills, 
which was about the national average for the 
year. In Richmond, Va., 51 per cent left 
wills. 
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WORK OF CORPORATE 
TRUST DEPARTMENTS 


by R. G. PAGE 


Vice-President, Bankers Trust Co. 


and PAYSON G. GATES 


Assistant Secretary, Bankers Trust Co. 


News is the first comprehensive work giving, from authoritative 
and practical sources, an inside view of corporate trust and 
corporate agency administration. Emphasizing the most recent 
developments, this book provides officers of trust companies and 
banks engaged in fiduciary service with actual demonstrations of 
trust company practice in respect to: 


CORPORATE TRUSTS CORPORATE AGENCIES 


Mortgages and indentures Corporate reorganizations and read- 
Authentication and delivery of bonds justments 


Sinking funds and releases of prop- 
erty 


Defaults and remedies 


Collateral trust indentures, note is- 
sues, equipment trusts ties 


Escrow and miscellaneous trusts Coupon and divided payments 


Protective and reorganization com- 
mittees 


Transfer and registration of securi- 


An important feature of this exceptional book is the collection of over 100 forms, com- 
prising a complete set of corporate trust and agency records. 


It points out the necessity for careful analysis of all trust agreements; describes the 
dangers of immunity clauses; explains corporate trust and corporate agency serv ices; covers 
the subject of fees and of vault control. It is in every respect a ‘‘brass-tack’’ book and the 
first to give the views of one on the inside of corporate trust work, looking out. 


Price, postpaid 


TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York. 
Gentlemen: Enclosed please find $5.00 (check or money order), for which kindly 
send me copy of “Work of Corporate Trust Departments,” or you may send me copy 
on approval. 


Address 


Make check or draft payable to TRUST COMPANIES Publishing Association, 
55 Liberty Street, New York. 
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CONFIDENCE 


The sound and steady growth of this institution is the best measure of the 


high confidence in which it is held. 


Our record of service, since 1858, over an extended period ot years, is the 
firm foundation on which this confidence rests. 


EDGAR STARK, Vice-President and Trust Officer 


Te FIFTH THIRD JNION TRUST ce 


CINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 


THE REVISED ENGLISH TRUSTEE ACT 

Of timely interest to American trust com- 
pany officials is the reprint for American dis- 
tribution of the text of the English Trustee 
Act of 1925 which has been made available 
by R. H. Burton-Smith of the New York 
Bar and co-author of ‘Remsen on the Prep- 
aration of Wills and Trusts.” The text has 
been made available as a companion piece of 
the “Trustor-Trustee Constitution” devise: 
by Mr. Burton-Smith as the basis for ad- 
voeating a uniform law in the United States 
governing trust administration. 

The English Trustee Act of 1925 intro- 
duced a marked change in the English laws 
relating to property, advancing new _ prin- 
ciples of equity, descent, rights of inherit- 
ance and jurisdiction affecting trust rela- 
tionships. It was this revision, consummated 
by Lord Birkenhead, which gave the death 
blow to the feudal property system which 
dominated England since William the Con- 
queror. It abolished primogeniture, estab- 
lishing for the first time equality of prop- 
erty rights in the English family and pro- 
vided a new charter of property rights for 
women. 


FIRST WISCONSIN NATIONAL AND TRUST 


Business in Wisconsin is evidently above 


the average of the country judging from 
the satisfactory financial statements ren- 


dered by the First Wisconsin National Bank 
and the First Wisconsin Trust Company of 
Milwaukee as well as the growth reported 
by the various units of the Wisconsin Bank- 
shares Group of which the First Wisconsin 
is the parent institution. The March 25th 
financial statement of the First Wisconsin 
National shows resources of $199,098,433 ; 
With loans and discounts of $709,524,000; 
U. S. government securities $27,671,000; in- 
vestment securieties $11,884,000; cash and 
due from banks and U. S. Treasurer, $39,- 








449,000. Deposits total $170,631,000. Cap:- 
tal $10,000,000; surplus $6,000,000 ani 
undivided profits of $2,650,117 with reserve 
accounts of $2,593,710. 

All of the forty-three banks in the Wis- 
consin Bankshares Group have made satis- 
factory gains in deposits for the first months 
of 1931. Total deposits for the Group are 
now over $272,000,000 and total resources are 
above $325,000,000. 


is 


“HOW MUCH WILL YOUR ESTATE 
SHRINK ?”’ 

The Central Hanover Bank & Trust Com- 
pany of New York has made comprehensive 
study from official and other sources as to 
estate shrinkage, The results of such re- 
search are included in a new booklet en- 
titled “How Much Will Your Estate Shrink?’ 
which describes the chief causes, analyzes 
assets, indicates expenses where deprecia- 
tion occurs and suggesting methods of mini- 
mizing losses. The booklet is published in 
a series of four, showing shrinkage figures 
on estates averaging $250,000, $400,000, $750,- 
000 and $1,000,000. Computations are based 
on government records covering settlement of 
41,250 estates. 

The March 25th financial statement of the 
Central Hanover shows an increase of close 
to $1,000,000 in undivided profits during the 
first quarter of the year, with capital of $21,- 
000,000 and combined surplus and undivided 
profits of $88, 207,000. Resources total $792,- 
954,000, and deposits $607,017,000. 

The Central Hanover has received author- 
ity to open a branch office at 90 Broad street. 

Cornelius R. Berrien, vice-president of the 
Central Hanover has been elected a direc- 
tor of Campbell, Peterson & Company, Inc. 


The First National Bank of Princeton, 
N. J., reports resources $6,526,000; deposits 
$5,728,000; capital $200,000; surplus and un- 
divided profits $363,977. 
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CAPITAL STOCK $1,000,000 
SURPLUS (earned) $1,500,000 
HELD IN TRUST $45,000,000 


STRICTLY A FIDUCIARY INSTITUTION 





A SPLENDID CONCEPTION OF BANKING 
SERVICE 

Among the thousands of business failures 
and bankruptcies which occurred last year, 
there are doubtless many that were desery- 
ing of financial aid and could have been re- 
stored to solyent operation by timely and ex- 
pert assistance. There can be no greater 
contribution on the part of banks to general 
business stabilization than by way of ex- 
tending cooperation to business houses and 
merchants in temporary difficulties. 

The Rhode Island Hospital Trust Company 
of Providence has marked a path which 
might well be emulated by banks and trust 
companies generally in their respective com- 
munities. Announcement was made recently 
by the company, in a series of advertise 
ments, offering the cooperation of its busi- 
ness service to any concern that might be 
in trouble. Many local concerns responded 
and among them the business service found 
a considerable number whose affairs could 
be straightened out and saved from failure 
by experienced adminéstration of financial 
aid and practical advice. 


AFFILIATED WORCESTER COUNTY 
BANKS 

The largest banking and trust 
organization outside of Boston in 
chusets is the Worcester County Group. This 
alliance is headed by the Worcester Bank 
& Trust Company which owns in excess of 
99 per cent of the capital shares of the 
Worcester County National Bank, except 
directors’ qualifying shares and which owner- 
ship carries with it, the shares of other af- 
filiated banks, namely the Second National 
Bank of Barre, Clinton Trust Company, 
North Brookfield National Bank, Spencer 
National Bank and First National Bank of 
Webster. 

The latest financial statements of these af- 
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filiated banks reveals steady growth. 
Worcester Bank & Trust Company 
banking resources of $45,367,678 
department resources $27,055,867. 
$3,800,000; surplus $3,800,000; undivided 
profits $1,237,795 and reserves of $204,192. 
The company is under the guidance of John 
Kk. White as chairman of the board and 
Walter Tufts, president. Charles E. Barton 
and Clarence A. Evans direct the trust de- 
partment as vice-presidents and trust officers. 

The Worcester County National Bank has 
resources of $35,396,971; capital $1,888,150; 
surplus $1,500,000; undivided profits $337,- 
183 and reserves $112,170. The other affili- 
ates of the group command resources of over 
$8,000,000 bringing combined banking re- 
sources of the organization to over $88,000,- 
000. 


DE LANCEY NICOLL WILL NAMES SON 
SOLE EXECUTOR AND TRUSTEE 


De Lancey Nicoll, one of the eminent mem- 
bers of the New York Bar, who died March 
3lst, left an estate estimated at several mil- 
lions. The will named as sole executor and 
trustee as well as sole residuary legatee of 
the estate, the son of the testator, De Lancy 
Nicoll, Jr., who has served as counsel for 
the Ford Motor Company. The will contains 
lengthy provisions granting to the executor 
and trustee almost unlimited powers for the 
disposition and handling of securities held 
by the estate and for investment and rein- 
vestment of securities making up the trust 
fund. The executor, the will provides, shall 
not be held accountable for any errors of 
judgment. 


G. Maurice Congdon, a director of the 
Rhode Island Trust Company of Providence, 
has been elected a director of the Gorham 
Manufacturing Company. 
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IN SAN FRANCISCO 


Crocker First Federal Trust Company 


Identical in ownership with 


Crocker First National Bank 


of San Francisco 


Through its wide experience, is fully qualified to act as Transfer Agent, 
Registrar, Ancillary Administrator, or in any other fiduciary capacity. 
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UNITED STATES TRUST COMPANY IN- 
CREASES SURPLUS FUND 

Observing its policy of many years past in 
adding accumulation of earnings to surplus, 
the United States Trust Company of New 
York has transferred another $4,000,000 from 
undivided profits to surplus, making the lat- 
ter total of $24,000,000 equal to twelve times 
the capital of $2,000,000 which has not been 
changed since 1872. This exceeds the sur- 
plus to capital relationship of the First Na- 
tional Bank which has a ratio of ten to one. 
Undivided profits amount to $3,672,392, mak- 
ing total capital funds of $27,672,393. 

Immunity of the United States Trust 
Company from fluctuations in deposits and 
resources and the changing trends in the 
general banking situation, is indicated by 
the March 25th statement which shows to- 
tal resources of $87,367,920 as compared with 
$86,602,088 reported a year previous on 
March 27, 1930, and deposits of $56,188,974 
as against $55,886,948 a year ago. 


EXPERIENCE IN GRANTING SMALL LOANS 

The experience of the Worcester Bank & 
Trust Company of Worcester, Mass., in con- 
ducting a small loan department, especiaily 
during the past year of business depression, 
Was interestingly described by the vice-presi- 
dent, Warren S. Shepard, in an address be- 
fore the eastern regional savings conference. 
The department was established in January, 
1928, and of the total of $1,150,000 loans 
made, there has resulted a loss of only $79.98. 
Notwithstanding the adverse conditions last 
year in business, the increase in number of 
applications for loans was only 10 per cent 
over the applications in 1929 and 15 per cent 
over 1928, 


Loans are made from $100 to $1,000 and 
repayable as a rule in equal monthly pay- 
ments, with interest charge of $6 per annum 


for each $100 borrowed. During 1920 about 
70 per cent of the loans were made for the 
purpose of paying bills, medical expenses and 
real estate taxes. Time loan credit extension 
has shown that 80 per cent of borrowers are 
what is called “repeaters” and a small per- 
centage of these have become savers. 


CORPORATE FIDUCIARY ASSOCIATION 
OF HOUSTON, TEXAS 


Among the most active and useful of the 
Corporate Fiduciary Associations in the 
country is that at Houston, Texas, which en- 
lists the cooperation of the fourteen trust 
companies and banks of that city which per- 
form trust service. Much of the credit be- 
longs to J. M. Jackson, vice-president of the 
State National Bank, who founded both the 
Corporate Fiduciary Association of Houston 
and the Trust Section of the Texas Bankers 
Association. It was largely through his in- 
itiative that a schedule of fees for trust 
services was devised and which is generally 
observed by Texas trust companies. 

Mr. Jackson was recently elected president 
of the Houston association, of which he has 
been secretary and treasurer since 1926 and 
rast year vice-president. He is a native of 
Texas and holds an A. B. degree from Baylor 
University. After doing graduate work at 
Brown University, Mr. Jackson became head 
of the history department of Houston public 
schools and in 1916 became associated with 
the State National Bank, organizing its trust 
department in 1919. 


In a compilation of the number of women 
engaged in officials in banks and trust com- 
panies appear the names of six trust officers 
and 26 assistant trust officers. There are 
more than 3,600 women bank officials in- 
cluding 6 chairmen of boards of directors, 
75 presidents and 195 vice-presidents. 
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The Oldest Trust Company in Massachusetts 
Established 1868 
and its affiliated banks 


Offer Complete Fiduciary Service for Corporations 
Combined Trust Funds Over $30,000,000 


Worcester Bank & Trust Company 


Worcester, Mass. 





EINSTEIN NEEDS CUSTODIAN ACCOUNT 

The great Albert Einstein, the 
discoverer of “relativity.” is apparently in 
sad need of a custodian account such as effi- 
cient trust Companies in this country pro- 
vide. The story that in the ordinary 
affairs of life and in handling financial mat- 
ters, the distinguished mathematician, is al- 
most as helpless as an infant in arms. He 
has been known to produce the wrong change 
in making purchases and gives up as a hope- 
task the balancing of his check book. 
On his travels and when accompanied by his 
talented wife, Frau Einstein, the professor 
is probably relieved of such mundane cares 
and free to pursue his profound abstractions. 
The moral of the tale is, however, that by 
the use of custodian accounts or trust of the 
modern American type, the minds of great 
men in every walk of life or research are 


Professor 


2oes 


less 


left free to pursue the higher problems un- 
disturbed by financial worries. 


The newly completed Empire State Build- 
ing at Fifth avenue and Thirty-fourth street 
and the tallest structure in New York, will 
house branches of the Chatham Phenix Na- - 
tional Bank & Trust Company, the Irving 
Trust Company and the County Trust Com- 
pany. 

The 
New 
shows 


Marine Midland Trust Company of 
York, in its statement of March 25th, 

total resources of $114,133,000; de- 
posits, $67,699,000; capital, $10,000,000; sur- 
plus and undivided profits of $9,551,446. 

The Tradesmens National Bank & Trust 
Company of Philadelphia reports individual 
trusts of $38,466,000 and corporate trusts 
$59,549,000. Banking resources are $55,855,- 
000 and deposits $37,666,000. 
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THE OHIO SAVINGS BANK & TRUST CO. 


tO LEDO..00 10 
We invite correspondence from banks, trust companies and corporations desiring fiduciary or 
financial representation in this city. Prompt and efficient service, based on 
experience and thorough equipment 


Officers 


GEORGE M, JONES 

EDWARD KIRSCHNER i 
Seymour H. HOrr..... .+...Wice-president 
AMI F, MITCHELL......... Vice-president 
RoBERT C. DuNN..Vice-president and Trust Officer 
Ira W. GOTSHALL.. . Vice-president 
CLAUDE A. CAMPBELL.... Vice-president and Secretary 
CHARLES A. FRESE...... Vice-president and Treasurer 
JoHN LANDGRAF ...Assistant Secretary 


President 
Vice-president 
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R. P. WHITEHEAD.Asst. Sec’y and Asst. Trust Officer 
JAMES W. ECKENRODE Assistant Treasurer 
ARTHUR W. WEBER.Asst. Sec’y and Asst. Trust Officer 
LESTER S. FOUGHT Assistant Treasurer 
J. RAYMOND MuURPHY Assistant Treasurer 
Lewis G. CHRISTMAN.Asst. Sec’y and Asst. Tr. Officer 
FERDINAND G. MEIER...Asst. Sec’y and Comptroller 
WaveE S. FENTON.............-Assistant Secretary 
ARTHUR H. LODGE a Assistant Treasurer 





ORIGIN OF UNDERWRITING 
The practice of underwriting arose in con- 
nection with shipping ventures during the 
seventeenth century. Leading ship mer- 
chants of London were accustomed to assem 
bling in Lloyd’s Coffee House to transact 
business. In the course of time, the custom 
arose of dividing the risk of venturesome 
voyages among a number, each one agreeing 
to stand a fixed share of the loss or to re- 
ceive a proportionate share of the profits. 
The contract to this effect was passed about 
and each merchant who agreed to it wrote 
his name under the contract—hence the word 
“underwriting.” The term is used chiefly 
in relation to the distribution of insurance 
risks; though when applied to bond and 
share issues the essential thought is the 
same, namely that of distributing the risk. 
The underwriting contract generally re- 
lieves the corporation which issues the se- 
curity of all risks. There are different types 
of underwriting agreements, but all possess 
the feature that a banking house, or a group, 
undertakes that the corporation receive not 
less than an agreed sum for the whole issue 
within a fixed period. The underwriters ob- 
ligate themselves to take over the issue 
themselves in case it cannot be sold to the 
public above the agreed price:. 


GUARANTEED ENDOWMENT ANNUITY 
TO CHILDREN 

In order to fill the demand for a definite 
savings plan at younger ages, The Con- 
necticut Mutual Life Insurance Company of 
Hartford, Conn., is now issuing the Guar- 
anteed Endowment Annuity to children, 
aged one to nine, as well as to those of older 
ages. Contract rights and privileges under 
the new form may be exercised by some 
one other than the annuitant, if so requested, 
and in other ways the new contract is made 
more adaptable to annuitants who are mi- 
nors. The Guaranteed Endowment Annuity 


may be exchanged for a life or endowment 
policy, upon satisfactory evidence of insur- 
ability, after the annuitant has attained 
the age of ten years. 


A record high total of $281,965,000 deposits 
is reported by the thirty-nine banks and 
trust companies of Washington, D. C., as 
shown by their combined statements as of 
March 25th. The largest gains as compared 
with previous call, were made by the Ameri- 
ean Security & Trust Company, the Wash- 
ington Loan & Trust Company and Riggs 
National Bank. 


Loring’s 
Trustees’ Handbook 


FOURTH EDITION 


By AUGUSTUS P. LORING 
of the Boston Bar 


INCE the publication of the first edition, 
twenty-nine years ago, there has been no other 
work written of a similar nature. 


With the great increase of trust estates in every 
part of the United States the demand for a short, 
concise and practical statement of the law and 
practice, governing the management of trust prop- 
erty, has increased greatly. The changes whic 
have taken place in customs, business, banking, 
and securities available for investment, have deeply 
influenced the law and made a restatement neces- 
sary in many Cases. 


The fourth edition has been prepared to meet 
present day practice and conditions, and includes 
citations of the more important statutes and de- 
cisions of the various states. Over 900 new cases 
have been added. 


One Volume, Limp Leather, Price $4.00 delivered 
Address: 


TRUST COMPANIES BOOK DEPARTMENT 
55 Liberty Street, New York 
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Trust affairs as they do their own. Cor- 
respondence invited. 
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CHICAGO’S CONSOLIDATED TRACTION 
PLAN 

A solution of Chicago’s involved local trac- 
tion situation is foreshadowed by recent an- 
nouncement of Halsey, Stuart & Co., as re- 
organization managers, of the completion ofa 
plan of reorganization and unification of sur- 
face and property lines. The plan is sub- 
ject to approval by the Federal court, release 
from receivership and authorization of sale 
of properties to the Chicago Local Trans- 
portation Company. Favorable action by 
Judge Wilkerson is practically assured by 
reason of the overwhelming public vote reg- 
istered in favor of the reorganization plan 
and agreement and approval of local. bankers 
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and business interests. All of the securities 
necessary to the transfer of properties of 
the Chicago Rapid Transit Company into the 
new company are now on deposit and over 
86 per cent of the essential securities of the 
surface lines companies have been deposited 
or are available, which is deemed ample for 
declaring the new plan operative. There is 
available to the plan 87 per cent of the Chic- 
ago Railways Company first mortgage bonds 
and eighty-eight and a half per cent of the 
Chicago City Railways Company first mort- 
gage bonds. Under the new ordinance the 
Chicago Local Transportation Company has 
pledged itself to spend $65,000,000 in im- 
provements and extensions during the first 
three years of operation. Under the 
ordinance, the operation of surface and ele- 
vated lines will be consolidated, augmented 
by subways through the central business 
district, and supplemented by feeder busses 
in the outlying territory. Universal transfers 
are also to be inaugurated. 


The Chatham Phenix National Bank & 
Trust Company of New York reported on 
March 25th total resources of $296,593,793, 
with combined capital funds of $32,728,000. 
In the March issue of Trust CoMPANIES and 
due to a typographical error, the election of 
George Bahntage to vice-president was er: 
roneously given as elected president. 
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A NEW TRUST PLATFORM 
(Continued from page 474) 

actual control of the company. If we con- 
clude that conditions in a certain industry 
are such that securities representing that 
industry or one or more corporations engaged 
in it, should be sold out of our trusts, we 
will have the heavy responsibility of at- 
tempting to do so with the least possible 
injury not only to the trusts but equally to 
the companies in question. Conversely and 
especially to the extent that our investments 
in industry consist of partnership interests, 
we may find it necessary to exercise a voice 
in the management in proportion to our in- 
terest. This is especially true in cases where, 
as testamentary trustee, we receive large 
blocks of stock, which, for one reason or 
another, we think it wise to retain in the 
trust. I need only mention in illustration 
such problems as the Youngstown-Bethlehem 
merger and the dispute which occurred in 
the Standard Oil Company of Indiana some 
two years ago. We must have the necessary 
knowledge for the right foundation for our 
decisions. If we do not act wisely, it will 
be bad for the future of the country, indus- 
trially, socially, politically, 
other way. 


and in every 


Necessary to Exchange Ideas 

A few of my friends met with me at the 
time of the Midwinter Conference in New 
York and we discussed this thought particu- 
larly in relation to the exchange of ideas 
which to me is one of the most necessary ele- 
ments in the problem. As an example, a 
man in Dallas or Oklahoma City would nor- 
mally have more of a feel of the oil situation 
than a man in New York or Chicago or At- 
lanta. Presumably, the man in Detroit or 
Akron should know more intimately the auto- 
mobile or rubber situation than the man in 
Charleston or Boston or Richmond; and so 
on through all the different industries espe- 
cially when they are concentrated in particu- 
lar localities like the automobile industry in 
Detroit. It seems to me that a constant 
exchange of ideas and knowledge on the 
subject of management is vital to our busi- 
ness. This is true also of the financial situa- 
tion. It is very difficult for the man who 


is located a long way from the financial 
centers to know what is going on. It is 


also possible that the man in the financial 
district may be too close to the day to day 
operations in the markets and without help 
he may not see the true condition of indus- 
try and of money. 

I think there is every reason to believe 
that the future economic development of the 
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world needs the trust industry and if I am 
not mistaken I believe we have an opportu- 
nity which is one of the greatest in financial 
history to fill a gap which today, because it 
is unfilled, is causing more damage and 
trouble than almost any other sin of eco- 
nomic omission. Many trust organizations 
today, through their ideals and knowledge, 
may be well qualified to take over large 
amounts of accumulated wealth for the pur- 
post of management. But I believe there is a 
far greater place in the economic structure of 
the country for the trust companies than 
simply that which they are filling and even 
that which they will be able to fill with 
normal development as they are organized 
and operated today. I believe that the trust 
companies must be organizations not only 
geared to take over large amounts of accu- 
mulated wealth for the purpose of effective 
and careful management under some one of 
the many and various forms for the purpose 
of administration but also that the trust 
companies must be so organized and oper- 
ated that they may be the agencies with 
which any individual may work constructively 
during the entire period of his usefulness for 
the purpose of creating his own estate. 


Conserving Savings and Wealth 

I have great confidence in the men of 
America and I think it is fair to say that 
the first thing the average individual does 
when he gets a little bit more money than 
he absolutely needs to pay his immediate 
expenses, and the first thing certainly that 
he should do, is to place that money in a say- 
ings account. With a little backlog he is 
protected against any immediate trouble such 
as sudden illness, ete. If he has gone a little 
beyond that point his mind turns immediate- 
lv toward protection of those dependant on 
him in the event of anything happening to 
him, such as total disability or sudden death. 
and he thinks very properly and rightly in 
terms of life insurance. If he has crossed 
that bridge and if he then continues through 
his ability and efforts to accumulate a cer- 
tain amount of wealth, he is forced, if that 
additional wealth is to be of value to him 
to put it to work. In his attempt to put it 
to work carefully and effectively he, of neces- 
sity, must jump from two of the most care- 
fully thought out and diligently protected 
agencies in the world—the savings bank and 
the life insurance company—way over into 
the unknown field of becoming an investor. 
That man should be able to come directly to 


‘ 


a trust company and be given the immediate 
opportunity to have the same quality and 
management for his 


character of small 
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amount of wealth that the trust companies 
are able to give to the large fortunes. This 
is the surest way to keep him from losing 
his savings through undesirable, if not actu- 
ally fraudulent, investments. Later, as his 
accumulations increase, his affairs should be 
analyzed and the full weight of the trust 
company’s administrative and mechanical 
service placed at his disposal. 

In concluding, I urge upon you the idea 
that you are undertaking a very difficult 
piece of work. You must approach it with a 
spirit of seriousness and always remember 
that your chief duty is to care for and man- 
age the property which is entrusted to you 
solely for the benefit of the account and those 
individuals related to it. You must not 
neglect the importance of your position and 
the power placed in your hands towards 
society. There is no alibi for carelessness 
and stupidity. If the work which we have 
undertaken is to be conducted in a solemn 
spirit of trusteeship to our clients and our 
community and a spirit of cooperation among 
ourselves, we can become one of the great 
constructive and conservative forces of the 
country and ample reward will result. If any 
man is not willing to subscribe to these prin- 
ciples his place is not in the trust business 
of the United States. 


a 


SERVICE CHARGE ON UNPROFITABLE 
BALANCES IN NEW YORK 

A questionnaire conducted by the commit- 
tee on bank costs of the New York State 
Bankers Association shows that during the 
past year the number of banks in New York 
State making a service charge on small and 
unprofitable balances has increased from 20 
to 51 per cent, with 1389 banks added to the 
list of charging banks. The questionnaire 
also reveals a considerable decrease in the 
number of deposit accounts of less than $100, 
indicating that the service charge has been 
the means of building up accounts. Further 
investigation shows that, excluding banks of 
New York City, 40 per cent of the number 
of deposit accounts carried make up less 
than 2 per cent of the deposit total. 

A number of banks have applied the so- 
called “Alternative Service Charge Plan” 
whereby a charge of 4 cents is made for all 
checks drawn, requiring payment for check 
books and omitting stated balances. 
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The Bank for International Settlements, 
located at Basle, Switzerland, closed its first 
fiscal year with earnings of 11 per cent in 
the period of about ten months. The bank’s 
statement shows assets of $365,605,560. 
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Management and Disposition 
im of Local Real Estate for 
non-residents 


Ancillary Administration in 
' Illinois 


Special Facilities for the han- 
B  diing of State and Federal | 
Court Receiverships 


CHICAGO TITLE 
& TRUST COMPANY 


69 WEST WASHINGTON STREET 


NO DEMAND LIABILITIES 
NO TRADING IN SECURITIES 
ASSETS OVER $37,000,000 
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Don't risk delays in 
getting estate securities 
transferred through un- 
certainty as to the 
transfer agent's require- 
ments. The Stock Trans- 
fer Guide and Service 


will show you whatto do. 


Write for full particulars 


COMPANIES 


@ Keeps up to date the full infor- 
mation on: 


. Documents necessary when transfer is 
by an Executor or Administrator. 

. When a Court Order is necessary before 
transfer. 

3. When an Inheritance Tax Waiver is nec- 
essary (and how and where to obtain). 

. Documents necessary when transfer is 
by a Guardian. 

>. Requirements in case a “Stop” has pre- 
viously been filed against the transfer 
of the certificate. 

. Proper forms of endorsement when other 
than an individual’s signature is involved. 

. Documents necessary when transfer is 
by a Trustee. 

. Documents necessary when transfer is 
to a Trustee. 

. Proper forms for guarantee of signature. 

. When a release under the Federal Es- 
tate Tax is necessary. 

. Documents necessary when transfer is 
by a corporation. 

. Proper forms of inscription when transfer 
is to Joint Tenants or Tenantsin Common. 

4. When copy of Will must be submitted 
and points in it to be noted. 

. Documents necessary when transfer is 
being made by Executor or Administra- 
tor before expiration of the time limit for 
presentation of claims against the estate. 

15. Documents necessary when transfer is 
by a Receiver. 
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120 Broadway, New York, N. Y. 


HEADS TRUST DEPARTMENT OF COM- 
MERCIAL NATIONAL BANK & TRUST 
COMPANY, NEW YORK 

Foster W. Doty, trust officer of the 
Commercial National Bank & Trust Com- 
pany of New York, who organized the trust 
department of that bank when it began busi- 
ness early in 1929, was also elected a vice- 
president at a recent meeting of the board of 
directors. He was born near Poughkeepsie, 
N. Y., in 1893, and graduated from the Uni- 
versity of Pennsylvania in 1915, pursuing 
graduate work in that university until 1917, 
when he entered service and was for two 
years in France. Shortly after his return 
from the war, Mr. Doty became associated 
with the National Bank of Commerce in New 
York and was successively engaged in credit, 
new business and in charge of operations of 
the trust department which was organized in 
192% 

From 1925 to 1929 Mr. Doty was assistant 
trust officer of the Bank of Pittsburgh Na- 
tional Association. When the Commercial 
National Bank & Trust Company was organ- 
ized in January, 1929, he was ealled in to 
organize the trust department with the title 
of trust company, and under his manage- 
ment the bank has been exceptionally suc- 
cessful in developing trust service. 





Foster W. Doty 


Trust Officer of the Commercial National Bank and Trust 
Company of New York, who has been-elected a Vice-presi- 
dent of that company 
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FIRST REGULAR MEETING OF NEW YORK 
FINANCIAL ADVERTISERS 

The success and usefulness of the recently 

launched association of New York Financial 

Advertisers were reflected in the attendance 

and the keen interest shown at the first regu- 

lar monthly luncheon and meeting held on 


April 14th, with H. A. Lyon of the Bankers ME TROP OLI TA N 
Trust Company, as president, in the chair. TRUST SERVICE 

The meeting was confined to a single ad- . ° 
dress which was delivered by Arthur Bean, throughout California 
financial editor of the Boston Post. He dis- 
cussed financial advertising in newspapers. 
showing that while finance has been expand- 
ing, financial advertising has been concen- 
trating in comparatively few newspapers. 
The main portion of his address was devoted 
to discussing business and financial develop- 
ments and opportunities that lie ahead. 

“IT think it is reasonable to assume,” said 
Mr. Bean, “that the next decade will wit- 
ness a Wider diffusion of wealth and a high- 
er standard of living than we have vet 
known, both in this country and abroad. This 
has been the trend throughout the history of 
this country. In spite of present disarrange- 
ments, we must not overlook the great fact 
that the world has the tools to raise, tre- 
mendously, the living standards of the more 
backward countries, and present readjust- 
ments are paving the way for this.” 





In 243 California cities in which 
there are Bank of America 
branches, you and your clients 
may secure metropolitan fidu- 
ciary service— complete, indi- 


vidual and interested — super- 
vised by the Bank of America 
Trust Departments in Los 
Angeles and San Francisco. 


For further information, you 
are invited to address our Los 
Angeles or San Francisco offices. 


: Bank of America} 


National Trust & Savings Association 





CALIFORNIA 


+ Bank of America National Trust & Savings 
Association... @ National Bank and Bank of 
America...a California State Bank are identical 
; in ownership and management... 415 
Harotp A. LYON : offices in 243 California cities. 


charge of advertising at the Bankers Trust Company of 
ew York, who has" been elected President of the new 
association of New York Financial Advertisers 
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MERCANTILE TRUST CO. oF BALTIMORE 


ESTABLISHED 


> 
> 
‘ 
» Capital, $1,500,000 
> 
> 
> 
> 


FRED. G. BOYCE, Jr., Vice-President 





BROOKLYN TRUST COMPANY REPORTS 
DEPOSIT INCREASE 

The Brooklyn Trust Company’s condition 
statement as of March 25th shows total de- 
posits of $127,987,246 against $116,392,.209 on 
March 27, 1930, the corresponding call date 
a year ago, an increase of $11,595,037. Total 
resources were $189,600,758 against $172,- 
038,179 a year ago, an increase of slightly 
more than 10 per cent. Compared with fig- 
ures as of Dec. 31, 1930, resources showed 
an increase of $2,712,064 from the total of 
$186,888,694 at the year-end. Deposits showed 
a seasonal decline of $3,895,797 from the 
year-end total of $131,883,043. 

Undivided profits totaled $3,086,316 on 
March 25th against $3,081.177 on December 
31, 1930, an increase of $5,189. A dividend 
amounting to $410,000 was declared during 
this period. A year ago undivided profits 
were $5,239,129, the decrease in the past 12 
months reflecting a transfer of $2,100,000 
to reserves at the end of last year. Capital 
of $8,200,000 and surplus of $18,000,000 have 
been unchanged, and no mergers have taken 
place during the period of comparison. 


Rudolph B. Flersheim, vice-president of 
the Marine Trust Company of Buffalo, and 
of the Marine Midland Corporation, has been 
elected a director of the Claude Neon Lights, 
Ine. 

General Samuel McRoberts, chairman of 
the board of directors of the Chatham and 
Phenix National Bank and Trust Company, 
of New York, has accepted the chairmanship 
of the banks and exchanges section for the 
1931 maintenance campaign of the Salvation 
Army in which $528,000 will be sought for 
the support of the 52 permanent centers of 
the Army’s work in Greater New York. 

Henry Shattuck, treasurer of ;Harvard 
University, is the latest addition to the board 
of directors of the Fiduciary Trust Co., N. Y. 


Surplus and Undivided Profits, $4,600,000 


We Solicit Your Baltimore cAccount 
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A. H. S. POST, President 
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GUARANTY TRUST COMPANY 
STATEMENT 
The condensed statement of condition of 
the Guaranty Trust Company of New York as 
of March 25, 1931, shows total resources of 
$1,806,380,221.71, and deposits of $1,224,015,- 
$93.12 Total resources a year ago, as shown 
in the statement published March 27, 1930, 
were $1,749,321,065.54, and deposits were 
$1.133,385,480.99. As of the date of the 
present statement, the Company’s capital of 
$90,000,000, surplus fund of $170,000,000 and 
undivided profits of $38,068,599.69 show total 
capital funds of $298,068 reflecting 
an increase in undivided profits of $625,802.45 
since December 31 last year. 


TRIBUTE TO ALEXANDER D. NOYES 

As the dean of American authorities and 
writers on financial and economic subjects, 
a tribute was recently paid to Alexander D. 
Noyes, financial editor of the New York 
Times, in recognition of nearly fifty years of 
service as a journalist. He was the guest 
of honor at the second annual dinner of the 
New York Evening Post of which he was 
financial editor for nearly thirty years before 
coming to the Times in 1920. In behalf of the 
Evening Post staff a medal was presented to 
Mr. Noyes by Frederick W. Gehle, second 
vice-president of the Chase National Bank 
who was an associate of Mr. Noyes for many 
years. The medal bears the inscription: “For 
courage and distinguished service in jour- 
nalism.” 

Mr. Noyes is the author of several books 
including “Forty Years of American Finance” 
and “The War Period of American Finance.” 
He is in frequent demand for addresses at 
important gatherings and his address at the 
last annual convention of the American Bank- 
ers Association on the subject of business 
cycles was one of the outstanding contribu- 
tions to the convention. 
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TESTED PRINCIPLES AND PRACTICE IN 
TRUST ACCOUNTING 
(Continued from page 506) 

As a department grows the necessity for 
knowing at all times the total amount in the 
department of any particular class of Se- 
curities is apparent. Records of this infor- 
mation to be valuable must be kept current 
at all times, should be under control and 
tied in with the general plan of accounting. 
To accomplish this a control is maintained 
for each separate security held in the de- 
partment showing the total amount of the 
department’s holdings in that particular se- 
eurity. Following this record is a record of 
accounts showing the holdings in each ae- 
count of this particular security. Of course, 
a run-up of the totals of the separate ac- 
count records will agree at all times with 
the control record for that particular secu- 
rity. The value of such records is very ap- 
parent since it is often necessary for the 
officers or the trust committee to know at 
once the total holdings of the department 
in any particular issue of stock or class of 
bond. 

[I have previously stated that any system 
that might be adopted would have to be rig- 
idly carried out or it would lose the benefit 
of many of its sound features. This would, 
of course, involve the entire personnel of 
the department. In the first place the offi- 
cers in the department should be familiar 
with the system and after the same has been 
adopted should cooperate with those operat- 
ing it in carrying out all of its features. No 
plan, however sound, adequate or simple, 
will be effective unless it is rigidly carried 
out. Trust accounting is perhaps more com- 
plicated than other accounting and is a spe- 
cialized field. It should not be expected 
that a banking department bookkeeper would 
be versed in the keeping of trust records. If 
a new department is being started and it is 
decided to use bank accountants for trust 
department work, they should first have the 
necessary training to prepared them for this 
specialized branch of accounting. 
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A triple bank merger is being consumated 
in Trenton, N. J., embracing the First Mech- 
anies National, the Chambersburg Trust Com- 
pany and the Wilbur Trust Company. 

Edward J. McQuade, vice-president and 
(rust officer of the Liberty National Bank of 
Washington, D. C. has been elected president, 
succeeding the late George O. Walson. 

The Continental Illinois Company of Chi- 
cago announces the appointment of Fred M. 
Gillespie as manager of Detroit office. 





‘‘Everyone has 

to look out for 
the future no matter 
what business or profes- 
sion he may follow. A 
few years ago Christy 
Walsh, my business ad- 
viser, told me about your 
Retirement Annuity 
policy. Heexplained how 
it would enable a fellow 
to invest a few hundred 
or a few thousand a year 
with a guarantee of a 
life-long income when 
retirement age comes. So 
I signed up for enough 
to keep me comfortable 
when the balls and 
strikes and home runs 
will be but pleasant 
memories.” 


THE 


EQUITABLE 


LIFE ASSURANCE SOCIETY 
OF THE 


UNITED STATES 


Thomas I. Parkinson, Pres., 
393 7th Ave., N. Y. C. 
Your Retirement Annuity adopted by 


Babe Ruth may interest me. Please 
send details. 
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ORGANIZATION AND POLICIES OF THE NEW FIDUCIARY#TRUST 
COMPANY OF NEW YORK 


Announcement of the opening of the Fidu- 
ciary Trust Company of New York for busi- 
ness on May 15th, is attended with unusual 
interest. Its policies will be distinctive and 
the company will be in every sense an inde- 
pendent institution. Its activities will be 
limited to the performance of personal trusi 
and fiduciary work, together with the receipt 
of deposits not involving lines of credit. Cor- 
porate fiduciary work and commercial bank- 
ing will not be transacted. There will be no 
merchandising of securities, either directly 
or indirectly. 

The chairman of the board is Vierre Jay, 
who for twelve years was chairman of the 
Federal Reserve Bank of New York and who 
recently returned from a service of three 
and a half years as Deputy Agent General 
for Reparations Payments in Berlin. The 
president of the company is D. W. MacCor- 
mack, who was for five years a member of 
the American Financial Mission charged 
with the reorganization of the Persian fi- 
nances. Immediately prior to becoming 
president of the Fiduciary Trust Company, 
Mr. MacCormack was in charge of organiza 


CoL. D. W. MacCorMAcK 


President of the newly organized Fiduciary Trust Company 
of New York City 


tion and administration of the Receivership 
Department of the 
of New York. 

The board of directors is one of exceptional 


Irving Trust Company 


strength and representative of important in 
terests, including the following members. 

Thomas H. Blodgett, chairman and _ presi- 
dent, American Chicle Company. 

F. Haven Clark, Scudder, Stevens & Clark, 
investment counsel. 

Grenville Clark, 
attorneys. 

Robert H. Gardiner, trustee. 

David F. Houston, president, The Mutual 
Life Insurance Company of New York. 

DeLancey K. Jay, attorney. 

Pierre Jay, chairman of the board. 

D. W. MacCormack, president. 

Charles N. Mason, president, Electrical Se 
curities Corporation. 
Frederick Pope, 
gvineering Company. 
David H. McAlpin Pyle, the Pyle Estates. 

Elihu Root, Jr., Root, Clark & Buckner, at- 
torneys. 

Theodore T. Seudder, Scudder, 
Clark, investment counsel. 

Bronson Winthrop, Winthrop, 
Putnam & Roberts, attorneys. 

The Fiduciary Trust Company begins 
operations with ample capital, surplus and 
reserves of $2,400,000. Business will be con- 
ducted on the thirtieth floor of the new Iry 
ing Trust Company Building at No. 1 Wall 
street. Further announcement is forthcom- 
ing as to the composition of the official staff. 


Root, Clark & Buckner, 


president, Nitrogen In 


Stevens «& 


Stimson, 


IRVING TRUST COMPANY 
The first financial statement of the Irving 
Trust Company of New York since occupying 
its impressive new home at the head of Wall 
street, shows total resources of $748,313,025 ; 
deposits, $500,446,782; capital, $50,000,000 ; 
surplus and undivided profits, $85,285,434. 


Frederick E. Bailey, for the last three 
years with the Liberty National Bank & 
Trust Company of New York City, as new 
business representative, has joined the Ster- 
ling National Bank & Trust Company in 4 
similar capacity. 


Horace B. Spackman has been elected pres- 


ident of the Coatesville Trust Company of 
Coatesville. Pa. 
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York 


GENERAL BUSINESS AND MARKET 
ASPECTS 


general situation re- 
marked change and stock market 
have resulted in lower levels for 
the year, there are cumulative evidences of 
irregular but steady improvement. The 
stock market has labored largely under the 
cloud of unsatisfactory corporation earning 
returns for the first quarter. Operations 
are still of narrow professional characte} 
and reflect the mood from day to day rather 
than the general business or industrial situ- 
Sales on the New York Stock Ex- 
change for the year to the first of April 
195,657,505 compared 
With 296.885.410 for the same period last year. 
The range for 25 railroad 
listed on the exchange, for the current 
shows from high of 94.93 to 
The average for 25 representative 
trials shows high of 251.22 to 203.97. 
hew 


While the 


veals no 


business 


nverages 


ation. 


amount to shares as 


average stocks 
year 
T4.94. 
indus- 
Some 
lows for the depression period 
were recorded in April for carrier stocks. 


decline 


record 


One of the most encouraging developments 
in the general situation is that for the first 
time in many months there is evidence of in- 
creasing employment. Automobile construc- 
tion than seasonable improve- 
ment. The steel situation is hesitant, while 
building construction is 
the National City 
homic survey: 


shows more 


encouraging. 
Bank in its current 


Says 


eco- 


“Supporting evidence of an improvement 


ii business appears in composite indexes of 
production and trade, computed to allow for 


scausonal variation. These during the past 
‘W months, have either ceased to decline or 
ive shown some upturn. While there is no 
‘rtainty that the decline may not be re- 
imed later on, aS was the case after the 
iemporary revival last Spring, the prolonged 
lecline that has already taken place, and 
ie low levels to which business has been re- 
wed, make this seem improbable.” 


SUMMARY OF NEW YORK BANK AND 
TRUST COMPANY EARNINGS 

Making due allowance for the low ebb of 
business, low money rates, the writing down 
to market value of stocks and bonds and the 
sums transferred to contingent reserves, the 
summary of financial statements of New 
York banks and trust companies, as based 
on March 25, 1931, with previous returns, 
testifies to their strong and liquid position. 
Most of the larger banks and trust compan- 
ies show net earnings for the twelve month 
period under review well above dividend re- 
quirements with 24 of a total of 48 banks 
and trust companies listed in the summary, 
showing substantial gains in profits. As a 
matter of conservative policy a number of 
institutions set up large contingent reserves. 

Gross deposits of 48 banks and trust com- 
panies show a decline of over a billion dol- 
lars in comparing the March 25th report 
With that at the close of last year. This was 
due largely to seasonable influences and the 
habit of accumulating large balances at the 
close of the vear. 
is not 


This decrease in deposits 
factor as it may appear 
because of the prevailing low rates on com- 
mercial and street loans, the abundance of 
funds seeking profitable employment and the 
overhead cost of handling balances. Thirty- 
one of the forty-three banks and trust com- 
panies show net earnings for the twelve 
month comparison of $125,366,000 with thirty- 
two banks paying dividends amounting to 
$152,276.951. Combined surplus and _ profits 
of $1,272,521,000 represent decrease of $11,- 
367,000 although allowance should be made 
for large amounts passed to contingent re- 
serves and write-offs which may be expected 
to show recovery in earning power for the 
second quarter. 

Sixty-two New York banks and trust com- 
panies paid cash dividends during 1930 
amounting to $148,357,220, representing an 
increase over the previous year of $19,726.,- 
220. Payments of these institutions in 1928 
were $87,765,250, or $35,795,750 less than the 
amount paid last year. 


so serious a 
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UNITED 


FOUNDERS 
CORPORATION 


A holding company 


which controls United 

States Electric Power 
Corporation and 
American Founders 


Corporation. 
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CHASE NATIONAL BANK MAINTAINS 


PREMIER POSITION 

From the standpoint of aggregate resources 
and invested capital the Chase National 
Bank of New York maintains a comfortable 
leadership of all banking institutions in this 
country and throughout the English speak- 
ing world, according to its financial state- 
ment as of March 25th, Exclusive of the 
statements of any of the organizations affili- 
ated with the Chase National, the latest re- 
port shows aggregate resources of $2,517,- 
816,372, embracing cash and due from banks, 
$455,258,562 ; loans and discounts, $1,397,822,- 
864; U. S. Government securities, $288,946,- 
588; other securities, $177,403,584, and ac- 
ceptances, $161,294,321. Deposits total $1,883,- 
808,874, as compared with $2,073,775,923 
shown December 31, 1930. Capital is $148,- 
000,000 ; surplus, $148,000,000, and undivided 
profits, $63,006,746, making total capital 
funds of $3859,006,746 as compared with 
$357,791,000 at beginning of the year. 

Frederick W. Allen has been elected a mem- 


ber of the board of directors of the Chase 
National Bank. 


NATIONAL CITY BANK IN STRONG 
POSITION 

Despite economic or general business de- 
pression, the National City Bank of New 
York continues to register satisfactory earn- 
ings. The rate of earnings shown in the 
March 25th financial statement and _ since 
September 30th, has been $537,000 above divi- 
dend requirements of $5,500,000 and equal to 
$1.09 per share. Last September the Na- 
tional City Bank transferred $20,000,000 out 
of surplus and profits as a special reserve. 
The latest statement shows besides capital 
of $110,000,000, surplus of $90,000,000; un- 
divided profits, $26,037,392; reserves for 
contingencies, taxes, ete.; $20.302,247. 

Resources, exclusive of those of the allied 
City Bank Farmers Trust Company, amount 
to $1,842.885.588, and deposits $1,339,611,840, 
as compared with $1,460,031,000 December 31, 
1930, and $1,343,941,000 in September, 1930. 
Resources of the City Bank Farmers Trust 
Company, which limits its functions chiefly 
to the exercise of fiduciary business, total 
$65,326,268, with capital, surplus and un- 
divided profits of $22,828,725. 

The advertising and publicity department 
of the National City Bank, the National City 
Company and City Bank Farmers Trust Com- 
pany recently moved to new offices on the 
fifteenth floor of the new City Bank Farmers 
Trust Company Building. 

Horace (. Sylvester, Jr., has been placed in 
charge of the sales department of the Na- 
tional Bank securities affiliate. 

The National City Bank recently an- 
nounced the following new appointments: 
assistant vice-president, Hobart M. McPher- 
son; assistant cashiers: George Griswold, 
James Stillman Rockefeller and Victor F. 
Schroeder. Mr. Rockefeller is the son of 
William G. Rockefeller and a nephew of 
Percy A. Rockefeller, one of the National 
City directors. 


PLAN TO UNITE SMALL BANKS IN 
NEW YORK CITY 

Although lacking official confirmation and 
definite details the report is current that a 
group of banking and business men are in- 
terested in a plan to consolidate a number 
of the small, independent banks in New York 
City. The proposal commands some interest 
because of the increasing handicaps under 
which small banks operate in New York City 
because of the strenuous competition from 
the numerous branches of the large down- 
town banks and trust companies. 

Michael H. Cahill, former president of the 
Plaza Trust Company is actively interested. 
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The Mechanics’ Trust Company 


OF NEW JERSEY 


BAYONNE, N. J. 


COLLECTIONS—Dally Presentation by Our Messengers on Staten Island 
(Borough of Richmond, New York City) 


JERSEY CITY (Including Greenville) 


HOBOKEN and BAYONNE 


COLLECTIONS FOR AND ACCOUNTS OF BANKS SOLICITED 
Reciprocal Balances Based on Volume of Business 


Organized 1886 


ONLY TRUST COMPANY IN NEW JERSEY THAT CLEARS THROUGH 
THE NEW YORK CLEARING HOUSE 








MANHATTAN COMPANY OBTAINS J. C. TRAPHAGEN ASSSUMES PRESIDENCY 


BROADER CHARTER POWERS 


The Manhattan Company, holding corpora- 
tion of the Bank of Manhattan Trust Com- 
pany, International Acceptance Bank, the 
New York Title & Mortgage Company and 
other subsidiaries, has obtained an amend- 
ment to its charter which in addition to the 
wide powers enjoyed in the original charter 
granted in 1799, is authorized also to exer- 
cise the rights conveyed by the general cor- 
poration laws of New York. The amendatory 
bill signed by Governor Roosevelt, in effect, 
restores to the Manhattan Company, as a 
holding corporation, the status held until 
1903 when the charter was amended to place 
the company under banking powers. 

The amended charter applies especially to 
powers relating to increase or reduction of 
capital stock, number of directors and their 
qualification as to residence or otherwise and 
increase or reduction of par value and num- 
ber of shares. The bill provides, however, 
that all the shares shall be of one class and 
shall have a par yalue. It is provided also 
that the company shall have the rights to 
avail itself of corporate powers only so long 
as the corporation is not engaged in the bank 
ing business. 


The Chase National Bank of New York 
has been appointed registrar for the 7 per 
cent first preferred stock of the Southeastern 
Ice Utilities Corporation, and transfer agent 
for the common stock of General Leather 
Company. 


Bankers Trust Company of New York has 
been appointed registrar for $5 par value 
common stock of General Baking Company. 


Bank of Manhattan Trust Company of 
New York has been appointed trustee for an 
issue of 6 per cent general mortgage bonds of 
the Lumber Realty Corporation. 


OF BANK OF NEW YORK & TRUST CO. 

At a recent meeting of the board of trus- 
tees of the Bank of New York and Trust 
Company, Edwin G. Merrill, who became 
president of the Company in May 1920, and 
has been president since the merger in 1922, 
was elected chairman of the board, and J. 
Cc. Traphagen, who was until recently vice- 
president of the Chase National Bank, was 
elected president. Mr. Merrill as chairman 
of the board will continue in active service 
at the head of the institution, and under his 
direction and that of Mr. Traphagen as 
president, the general policies of the Com- 
pany will be continued without change. 

The March 25th financial statement of the 
3ank of New York and Trust Company 
shows total resources of $128,084,605; de- 
posits $97,373,655; capital $6,000,000; sur- 
plus and undivided profits $14,363,835, the 
latter total representing increase $190,600 
during the first quarter. 


NEW YORK TRUST COMPANY 

The New York Trust Company reports at 
close of business March 25th, total resources 
of $402,954.357 including specie and cash 
items of $38,849,000: due from Federal Re- 
serve and other banks $29,700,000; stock and 
bond investments $109.388,000; loans and 
discounts of about $150,000,000. Deposits ag- 
gregate $278,381,000. Capital is $12,500,000 ; 
surplue and undivided profits $36,051,753, 
the latter total representing increase of ap- 
proximately half a million. 

The following new appointments were made 
recently at the New York Trust Company: 
Nelson S. Dearmount, formerly assistant 
treasurer, was made an assistant vice-presi- 
dent; Charles J. Stewart was appointed an 
assistant vice-president and Holt F. Calla- 
way, an assistant treasurer. 
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ELECTED VICE-PRESIDENT OF THE 
MANHATTAN COMPANY 


Macdonald, who since December, 
1927, has been vice-president in charge of the 
forty-six offices of the Bank of Manhattan 
Trust Company in the Borough of Queens, 
has been elected a vice-president of the Man- 
hattan Company and transferred to Manhat- 
tan. Mr. Macdonald has been succeeded by 
Ellis Weston, a vice-president who has been 
connected with the bank since 1902. The 
Manhattan Company is the parent company 
of the Bank of Manhattan Trust Company, 
International Acceptance Bank, Ine., Inter- 
national Manhattan Company, Ine., New 
York Title & Mortgage Company, and the 
National Mortgage Corporation. In his new 
position, Mr. Macdonald will be in charge of 
the coordination of activities of the units of 
the Manhattan Group. 


E. S. 


E. S. MACDONALD 


Vice-president in charge of branch offices in The Bank 
of Manhattan Trust Company, who has been elected a 
Vice-president of The Manhattan Company hen 


Mr. Macdonald was born at Charlottetown, 
Prince Edward Island, Canada, where he at- 
tended the local schools, and later attending 
the Prince of Wales College of Canada. When 
the World War broke out, Mr. Macdonald 
enlisted in the Navy and served overseas 
throughout the war. He was a Gun Captain 
on the U. S. S. Lydonia, one of the two 
United States ships that was given official 
credit for sinking a submarine. Upon his 
return from the war, he was appointed as- 
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sistant cashier of the 
tan Company and made a member of the 
executive staff. In January, 1925, the board 
of directors elected Mr. Macdonald a _ vice- 
president and in 1927 he sueceeded P, A. 
Rowley as vice-president in charge of the 
Queens Division of the Bank of Manhattan 
Trust. 

Mr. Weston, who succeeds Mr. Macdonald 
as head of the Queens Division of the Bank 
of Manhattan Trust Company, started with 
the Far Rockaway Bank in 1902. In 1913 he 
opened the Ridgewood branch of the Bank 
of Long Island and following the merger with 
the Bank of the Manhattan Company, Mr. 
Weston was made an assistant cashier. In 
April, 1927, just twenty-five years after en- 
tering the banking field, he made an 
assistant vice-president and placed in charge 
of the Jamaica office and was elected a vice- 
president on October 30, 1930. 

Following a recent meeting of the board 
of directors of the Bank of Manhattan Trust 
Company. it was announced that J. Walker 
Fulcher, assistant treasurer, was elected an 
assistant vice-president and placed in charge 
of the bank’s Jamaica office at 161-10 Ja- 
maica avenue. 

The International Manhattan Company, 
Ine., announces that Horatio W. Turner, 
formerly a vice-president of Kelly Converse 
& Company, Ine., is now associated with 
them in their institutional department. 


Junk of the Manhat- 


was 


MERGER OF BROOKLYN SAFE DEPOSIT 
COMPANIES 

The Brooklyn Trust Company celebrated 
on April 14th the sixty-fifth anniversary of 
the granting of its charter in 1866 by spe- 
cial grant of the legislature. Business was 
actually started in June, 1868 with original 
capital of $150,000. Dividends have been 
continuously paid on capital stock since Oc- 
tober, 1879. 

Directors of the Brooklyn City Safe De- 
posit Company and the Mechanics Safe De- 
posit Company have approved a plan to 
merge the two companies under the name of 
the former. The Brooklyn City Safe Deposit 
Company was organized in 1872 and the 
Mechanics in 1925. Julius Lehrenkrauss, a 
director of the Mechanics will be added to 
the board of the Brooklyn City Safe Deposit 
Company. 


The Empire Trust Company of New York 
reports as of March 25th, total resources of 


$96,357,795 : 
$6,000,000 : 
$8,023,703. 


deposits, $81,527,814; 
surplus and undivided 


capital, 
profits, 
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ELECTED PRESIDENT OF BROOKMIRE 
ECONOMIC SERVICE, INC. 

K. W. Jappe, formerly vice-president of 
the Brookmire Economic Service, Inc., of 
New York, has been elected president of that 
organization. He succeeds H. W. Moore- 
house, who has relinquished his interests in 
the organization in order to 
upon other interests. The Brookmire serv- 
ice was founded in St. Louis in 1904 by 
James H. Brookmire and has become one of 
the leading organizations in the country spe- 
cializing in investment service 
cal information. 


concentrate 


and statisti- 


Mr. Jappe., the new president, graduated 
from the Stevens Institute of Technology in 
1909 with a degree of mechanical engineer. 
Following a period of training under Har- 
rington Emerson, the noted efficiency engi- 
heer, he was for eighteen years engaged in 
installing better methods of operation and 
control in a wide variety of industries, either 
as a consultant or in an executive capacity. 

This experience afforded a particularly 
intimate insight into the factors that influ- 
ence the success or failure of business enter- 
prises. One of the outstanding 
was found to be lack of knowledge of 
the causes underlying fluctuations in busi- 
finance and commodity prices. The 
periodical booms in business had the effect 


sources of 


loss 


hess, 


J. W. JAPPE 


Who has been elected President of Brookmire Economic 
Service, Inc. 


of stampeding business men into ill-advised 
expansion and long time commitments for 
materials at high prices, only to be burdened 
later with debts and ruinous inventory losses. 

Observation of the havoc created by a gen- 
eral ignorance of these matters among busi- 
ness men led to a spare time study of the 
possibilities of business forecasting. This 
interest eventually became dominant and led 
to a connection with the Brookmire Economic 
Service, Inc., about four years ago. 

Previous to his election as president of 
this service, Mr. Jappe was vice-president in 
charge of commercial consultation, and as- 
sociate editor of the Brookmire Forecaster, 
a semi-monthly bulletin dealing with the 
veneral business outlook. 


BANK OF AMERICA ON SAME SITE 
100 YEARS 

A yellowed deed of conveyance preserved 
in one of the vaults of the Bank of America 
of New York shows that the bank acquired 
possession of the same site upon which its 
present building stands, just one hundred 
years ago. During that entire period, and 
since the bank was chartered in 1812 the 
Bank of America has occupied the identical 
The sum of $70,000 was paid for ac- 
land and the old Winthrop 
is today appraised at over 


site. 
quisition of the 
mansion which 
$6,000,000. 

The Bank of America, which now operates 
under national charter has a_ history that 
runs parallel with the growth of New York. 
It now has 88 offices in the five boroughs of 
New York. The latest financial statement 
shows resources of $395,.682,000:; deposits, 
$264,447,000; capital, $36,775.300; surplus, 
$29,500,000: undivided profits, $3.923,146, and 
reserves for contingencies of $7,691,697. 

The honorable degree of Doctor of Sciences 
has been conferred by the Wharton School 
of Commerce and Finance of the University 
of Pennsylvania, upon George F. Rand, pres- 
ident of the Marine Trust Company of Buf- 
falo. 

The York Safe & Lock Company has com- 
pleted four vault installations at branches 
of the Central Hanover Bank & Trust Com- 
pany of New York and is completing four 
more installations for the same company. 

Agreements have been signed for combin- 
ing the American National Bank, the Farm- 
ers & Mechanics Bank and Bank of James- 
town, all of Jamestown, N. Y. 

The First National Bank of Binghamton, 
N. Y¥., reports resources of $13,062,000; de- 
posits, $11,568,000. 
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KINGS COUNTY TRUST COMPANY 


342, 344 & 346 Furton St., Borough of Brooklyn, City of New York 





Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $453,000.00 





JULIAN P. FAIRCHILD, Presiden: 


WILLIAM J. WASON, Jr., Vice-President 
HOWARD D. JOOST, Vice-Presiden: 
J. NORMAN CARPENTER, Vice-President 


ALBERT I. TABOR, Secretary 
ALFRED W. ABRAMS, Asst. Secretary 
EUGENE L. VAN WART, Asst. Secretary 





JOHN W. PLATTEN RETIRES FROM 
CHAIRMANSHIP OF CHEMICAL BANK 
Announcement is made of the resignation 

of John W. Platten as chairman of the board 
of the Chemical Bank & Trust Company of 
New York, the office to which he was elected 
when the United States Mortgage & Trust 
Company, of which he was president, was 
merged with the Chemical Bank & Trust 
Company. Mr. Platten’s retirement from 
the chairmanship is due to his desire to be 
relieved from his official responsibilities, the 
resignation effective May 1, 1931. He will 
continue as a director of the bank and main- 
tain his office and headquarters in the main 
building of the Chemical. Mr. Platten will 
be remembered by members of the trust com- 
pany fraternity of the country as a former 
president of the Trust Company Division of 
the American Bankers Association, and as 
one of the most loyal and active members 
of the Division. 

The March 25th financial statement of the 
Chemical shows aggregate resources of $450,- 
062,355 ; deposits of $3812,227,000 as compared 
with $357,250,000 December 31, 1930; capital, 
$21,000,000; surplus and undivided profits, 
$43,709,840. 

Alex. H. Sands, Jr., trustee of the Duke 
Foundation, has been elected a member of 
the advisory board of the Madison avenue 
and 46th street office of the Chemical Bank. 

“Chemistry to Banking” is the caption of 
a leaflet recently issued by the Chemical 
Bank & Trust Company which traces the 
growth, the adherence to conservative poli- 
cies and the historic incidents of its more 
than one hundred years of existence since 
it was organized in 1823 as the New York 
Chemical Manufacturing Company, 

The Underwriters Trust Company of New 
York has changed its location from 111 John 
street to 37 Broadway. 


PLAN MERGER OF SEWARD NATIONAL 
WITH BANK OF MANHATTAN TRUST CO. 
Stockholders of the Seward National Bank 
& Trust Company have been advised of the 
terms of merger with the Bank of Manhat- 
tan Trust Company, through the medium of 
the latter’s holding corporation, the Man- 
hattan Company. The plan, as announced 
by Alexander S. Webb, president of the 
Seward National, provides that stock of the 
Seward will be exchanged share for share 
for the stock of the Manhattan Company, to- 
gether with beneficial interest certificates for 
additional amounts realized in the final 
liquidation of Seward National assets. 

As a preliminary to merger the Seward 
National will be converted into a state bank. 
The consolidation will add approximately 
four and a half million dollars deposits to 
the Manhattan, which also acquires the main 
office of the Seward at Park avenue and 
Thirty-second street and a branch at Amster- 
dam avenue and Ninety-third street, making 
a total of eighty-one branches for the Bank 
of Manhattan Trust Company. The March 
25th financial statement of the Manhattan 
shows aggregate resources of $481,392,000, 
with deposits of $397,367,000; capital, $22,- 
500,000; surplus, $40,000,000, and undivided 
profits of $14,517,857. 

The Manhattan Company has acquired sub- 
stantial stock interests in the Corning Trust 
Company and the North Side State Bank of 
Corning, N. Y., which will continue to be 
operated as independent units. Embracing 
offices formerly conducted by the Bank of 
Manhattan Trust Company, the State Bank- 
ing Department has granted authority to thé 
Bank of Manhattan Safe Deposit Co. to con- 
duct safe deposit branches at 61 locations. 


At a recent regular meeting of the board 
of directors of Bankers Trust Company, J. B. 
Everett, assistant vice-president, was elected 
a vice-president. 
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CREDITABLE SHOWING BY MANUFAC- 
TURERS TRUST COMPANY 

Several items appear in the March 25th 
financial statement of the Manufacturers 
Trust Company of New York which convey 
assurance of sound progress and substantial 
return of accounts since the withdrawals last 
December occasioned by the banking flurry 
consequent upon the closing of the Bank of 
the United States and which affected more or 
less the entire New York banking field, Evi- 
dence of growing confidence under the ad- 
ministration of Harvey D. Gibson as presi- 
dent, is the increase in market value of stock 
from the low of $24 per share to present 
levels of $48 and $50. Significant also is the 
fact that the company has completely liquid- 
ated its loan with the Federal Reserve 
amounting to $8,500,000. 

Perhaps the most satisfaction derived by 
the management is the fact that net deposits 
show a substantial gain during the first quar- 
ter as contrasted with marked loss in depos- 
its of most of the large banks and trust 
companies of New York during this period, 
attributable to seasonal influences in busi- 
ness. As compared with January 2, 1931, the 
March 25th statement shows increase in net 
deposits from $198,554,000 to $209,429,000. 
Gross deposits show a comparatively slight 
decrease of approximately three millions, 
leaving total of $215,944,884. The strong re- 
covery of the company is further shown in 
an increase of $3387.000 in surplus and un- 
divided profits to total of $23,947,687, with 
capital of $27,500,000 and additional reserves 
of $12,564,849, representing gain of $828,000. 
The unbroken cash dividend of the Manu- 
facturers Trust Company since 1910 is main- 
tained with dividends of $550,000 distributed 
to shareholders on April Ist. 
gregate $307,787,494. 


sank 


Resources ag- 


BROADWAY AND PLAZA TRUST 
MERGED WITH HIBERNIA 

Merger of the Broadway and Plaza Trust 
Company with the Hibernia Trust Company 
of New York has become effective, By the 
terms of the merger the stockholders of the 
Broadway and Plaza Trust Company receive 
$40 in cash per share and in addition cer- 
tificates entitling beneficial pro-rata share 
in assets transferred to the liquidating com- 
mittee. The consolidation gives the Hiber- 
nia deposits of approximately $16,000,000, to 
which the Broadway and Plaza contributed 
$5,782,000. The various offices of the Broad- 
way and Plaza are continued as branches of 
the Hibernia which has capital of $3,000,000, 
surplus and profits of $2,170,000. 


HOTEL 
DELMONICO 


PARK AVENUE AT 59th 
New York City 


A Distinguished New York 
Residence and Restaurant 


John F. Sanderson 
Manager 


INITIAL DIVIDENDS OF AMERICAN EX- 
PRESS BANK & TRUST COMPANY 
Upon the completion of the first year of 
operation the directors of the American Bx- 
press Bank & Trust Company, on April 11th, 
authorized an initial dividend of $1 per 
share. The bank began business April 15, 
1930, and its organization was sponsored by 
the Chase National Bank, of which the 
American Express Company is also an affili- 
ation. The American Express Bank & Trust 
Company provides exceptionally extensive fa- 
cilities because of its association with the 
world-wide travel organization of the Ameri- 
can Express Company. The company has 
also every service which is exercised by the 
large banks and trust companies of New 
York and has developed an extensive busi- 
ness in the handling of transfer of stock op 
erations. Medley G. B. Whelpley is president. 
Beginning business with combined capital 
and surplus of $15,000,000, the latest finan- 
cial statement as of March 25, 1931 shows to- 
tal capital funds of $15,538,415; resources, 
$54,052,120, and deposits of $25,582,686. 


The Bay Parkway National Bank and the 
Lafayette National Bank of Brooklyn have 
been merged. 
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BUILDING PLANS OF THE BANKERS 
TRUST COMPANY 


Wall street is to have no respite from the 
racket of riveters and the turmoil of new 
building construction attending the erection 
of monster sky-scrapers. With but brief in- 
termissions during the past few years, the 
down-town skyline has been punctured by 
the new homes of the Bank of New York and 
Trust Company, the building of the former 
Equitable Trust Company which is now part 
of the Chase National organization; the 
spacious home of the Bank of Manhattan 
Trust Company, the new domicile of the 
City Bank Farmers Bank and Trust Com- 
pany and the latest completed main office 
building of the Irving Trust Company at 
No. 1 Wall street. 

Now comes the Bankers Trust 
which has struggled for years with cramped 
space in its building at Wall and Nassau 
with its familiar pyramid with plans 
which contemplated another huge skyscraper. 
This will enclose and tower above the pres 
ent Bankers Trust building, rising upon the 
site of the substantial structure occupied 
by the Hanover National Bank before its 
merger with the Central Hanover Trust Com- 
pany and taking in the buildings ad- 
joining the Bankers to the west on Wall 
street and up to the line of the old First 
National Bank building. Upon completion of 
new plans, the Bankers Trust will occupy the 
whole block on Nassau from Wall to Pine 
streets and the front on Wall street from 
Nassau to Broadway with the exception of 
the First National building. 

The financial statement of the 
Trust Company as of March 25th 
stability of its deposits and resources during 
substantial decreases 
in hanking deposits among leading banks 
and trust companies of New York.  Re- 
sources total $833.575,000. a decline of only 
fifteen millions, deposits $623.114.000, a de- 
crease of the same amount. Capital is $25,- 
000,000: surplus $50,000,000 and undivided 
profits of $37,395,000 showing substantial in- 
erease during the first quarter. 


Company, 


top. 


also 


sankers 
reveals 


a period marked by 


Directors of the Marine Midland Trust 
Company of New York announced the elec- 
tion of the following committee to super- 
vise the trust department’s investments: 
Francis J. Arend, president of the De Laval 
companies; Edgar H. Boles, president of the 
General Alliance Corporation, and Hampden 
F. Tener, president of the Irving Savings 
Bank. 
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TRIBUTE TO MEMORY OF THE LATE 
CLARENCE H. KELSEY 

At a recent meeting of the distribution 
committee of the New York Community Trust, 
resolutions were adopted rendering tribute 
to the memory and unselfish services devoted 
by the late Clarence H. Kelsey, who was ac- 
tive in the development of the trust from 
its beginning and served as the chairman of 
the Distribution Committee for a number of 
years. Mr. Kelsey was founder and for many 
years president, and subsequently up to the 
time of his death, chairman of the board of 
the Title Guarantee & Trust Company of 
New York. The resolution reads: 

“No resolution could adequately appraise 
the value of the services rendered by the late 
Clarence H. Kelsey to this committee and. 
through it. to the Community Trust and the 
community. His staunch support of the trust 
from the first day of its life to the last day 
of his own would seem, in retrospect, an ele 
ment scarcely less than indispensable to the 
survival and growth of this organization. His 
unqualified approval gave to it something of 
his own reputation at a time when it had 
little to offer other than the hopes of its spon 
and the endorsement of sueh men as 
himself. With profound regret, this commit- 
tee includes in its minutes this notation of 
his death but it records with gratitude and 
pride the character of his effort in this as 
in many another assocination—comprising the 
work of a lifetime whose continuing and 
enlarging results will long constitute such a 
would most commend itself to 


Sors 


memorial as 
him.” 


LOANING OPERATIONS OF LAWYERS 
MORTGAGE COMPANY 


Among the building and permanent loans 
negotiated recently by the Lawyers Mortgage 
Company of New York are the following: A 
permanent loan of $110,000 secured by prop- 
erty at 1210 Woodycrest avenue, Bronx. Two 
building and permanent loans of $110,000, 
closed with the Landes Construction 
pany. The properties are elevator apartment 
houses of six stories and cellar each, located 
at 3639 Walton avenue and 3640 Morris ave- 
nue, A permanent loan of $100,000 covering 
property at 24 East Twenty-third street, Man- 
hattan. 


Com- 


The three largest banking institutions in 
New York City—the Chase National. the Na- 
tional City Bank and the Guaranty Trust 
Company—report aggregate resources of $6,- 
167,802,000 or approximately S per cent of 
the combined banking power of the country. 
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CITIES SERVICE REPORTS RECORD 
EARNINGS 


The year 1930 was the most outstanding 
one in the history of Cities Service Company, 
according to the recently published twenty- 
first annual report. The year was marked by 
record earnings and unprecedented expan- 
sion in the organization's activities. Total 
assets on December $1, 1930, amounted to 
$1,282,624,854 as compared with $1,090,227,- 
318 at the end of 1929, an increase of 
than $192,000,000 in a single year. 
dated net earnings of the company 
subsidiaries were $84,862,958, 
$15,100,000 1929. 
earnings were $2153,056,007 as compared with 
$185,851,053 for the previous year. 
solidated current assets of the company and 
its subsidiaries were $179,797,3850, including 
$73,186,495 in cash. The total number of se- 
curity holders of Cities Service Company and 
its subsidiaries rose from 750,000 to approxi- 
mately 1,000,000. 


more 
Consoli- 
and its 
an increase of 
Consolidated 


over gross 


Con- 


The Title Guarantee & Trust Company of 
New York reports, as of March 25th, total 
resources of $80,917,000; deposits, $43,167,- 
000; capital, $10,000,000; surplus and un- 
divided profits, $24,988,819. 


TRAVEL FACILITIES PROVIDED BY 
AMERICAN EXPRESS COMPANY 

With the prospect of an active summer 
travel season ahead, the American Express 
Company offers exceptional facilities through 
its world-wide organization which embraces 
not only all the necessary advance arrange- 
ments as to selection of steamships, state- 
room reservations, assistance in securing 
passports and visas, but also American Ex- 
press travelers’ cheques which are current 
in all the highways and byways of travel. 
Affiliation with the Chase National Bank 
likewise affords the traveler the advantages 
of Chase letters of credit and every form of 
financial and banking service incident to com- 
fortable travel, obtained through the allied 
services of the American Express Bank & 
Trust Company. Attractive tours, of short or 
more lengthy duration and scope, have heen 
arranged for the coming season. 

The City National Bank of Binghamton, 
N. Y., reports resources of $10,215,000; capi- 
tal, $200,000; surplus, $500,000; undivided 
profits. $335,000, and reserves for contingen- 
cies, $23,497. 

The Fallkill National Bank & Trust Com- 
pany of Poughkeepsie recently entered the 
eightieth year of service. 


CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Capital 


American Express Bank & Trust Co...... 
Anglo-South American Trust Co 

Banca Commerciale Italiana Trust Co...... 
Bank of Europe & Trust Co 

Bank of Sicily Trust Co.. 

Bank of Manhattan Trust Co.. 

Ow gee: i Oy Gar as yo) Or 
Bankers Trust Co 

Bronx County Trust Co 

Brooklyn Trust Co 

Central Hanover Bank and Trust Co....... 
Chemical Bank & Trust Co............... 
City Bank Farmers Trust Co 

Corn Exchange Bank & Trust Co.......... 
Corporation Trust CoO... cc cess co eccces 
County Trust Co 

Empire Trust Co 

Fulton Trust Co... 

Guaranty Trust Co 

Hibernia Trust Co.. 

International Trust Co.. 

Irving Trust Co 

Kings County Trust Co 

1 ee iow rh er a 
Manufacturers Trust Co.................. 
Marine Midland Trust Co 

New York Trust Co 

Times Square Trust Co 

Title Guarantee & Trust 

Underwriters Trust Co 

United States Trust Co 


. $10,000,000 
1,000,000 
2,000,000 
1,000,000 
1,500,000 

22,250,000 
6,000,000 

25,000,000 
1,550,000 
8,200,000 

21,000,000 

21,000,000 

10,000,000 

15,000,000 

500,000 
4,000,000 
6,000,000 
2,000,000 

90,000,000 
3,000,000 
3,200,000 

50,000,000 

500,000 
3,000,000 

27,500,000 

10,000,000 

12,500,000 
1,000,000 

10,000,000 
1,675,000 
2,000,000 


Surplus and 
Undivided 
Profits, 

March 25, 1931 
$5,538,400 
733,400 
2,092,700 
819,600 
1,000,000 
917,900 
368,800 
7'395 200 
,209,000 
086,300 
,207 800 


Deposits, Par 
March 25, 1931 
25,582,700 100 
6,387,000 100 . 
15,266,000 100 236 
12,768,300 25 53 63 
10,892,900 100 2816 301% 
397, 367, 800... 8014 8314 
95,373,600 100 620 640 
624'060.900 10 101 104 
21,659,600 20 34 39 
128,397,200 100 458 46S 
607 ,017,400 20 249 254 
709, SOO 312,228,000 10 $21, 4414 
828,700 40 "889.600 20) 88 ot 
32,579,200 235,566,500 20 LOS 112 
120,600 62,400. 
4,576,400 .976,200 25 38 10) 
8,023,700 81,527,800 : 561 5914 
3,426,300 8,285,300 410 £50 
208,068,600 ,212,101,200 73 478 
2,168,700 ,027,900 130 140 
1,995,900 8,354,400 2 14 17 
85,285,400 ,154,700 3416 
6,479,500 26,796,500 2550 
4,526,500 065,500 .. 
23,947,700 5,944,900 a 4715 
9,551,400 


97,699,900 : ° 
36,051,800 278,381,800 160 165 
981,700 


,859,500 , 5 7 
24,988,800 ,167,000 2 13314 138% 
1,440,000 9 251,600 20 24 
27,672,400 56,188,900 3080 3280 


Bid = Asked 


195 205 


242 


3614 
2750 


4914 
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Philadelphia 


Special Correspondence 


SAFETY OF TRUST ADMINISTRATION IN 
PENNSYLVANIA 

With trust funds of close to five billions of 
dollars at present administered by trust com- 
panies and including many more billions of 
estate and trust accounts negotiated in the 
past, it is worthy of emphasis that the official 
records of the State Banking Department of 
Pennsylvania show no loss to a cestue que 
trust, attributable to failure, malfeasance or 
deliberate mismanagement by trust compa- 
nies of this commonwealth. In the course 
of years, to be sure, and reflecting changes in 
general business and financial conditions, 
there have been losses and depreciations. 
Such impairment of either principal or in- 
come in trust estate accounts must be, how- 
ever, regarded as beyond the control of either 
corporate or individual fiduciaries. It is 
noteworthy that comparisons made in various 
counties of Pennsylvania disclose that depre- 
ciations due to investment values or income 
have been substantially less in accounts held 
by trust companies than by individuals, not 
to mention evidence of lower costs of admin- 
istration, less delays in settlements and other 
items reflecting the superiority of corporate 
fiduciary service. 

In connection with banking failures which 
have occurred in Pennsylvania and where 
trust assets were held by closed or suspended 
institutions, the official records also disclose 
that trust departments were intact because 
of segregation and statutory safeguards. In 
the case of liquidation all claims arising from 
trust accounts were fully covered. While 
such proof of safe management is chiefly the 
result of the high standards of management 
which obtain among trust companies in Penn- 
sylvania, credit is also due to the efficient en- 
forcement of laws governing trust depart- 
ment operation which has been a tradition 
of the State Banking Department. 

There are numerous instances where prin- 
cipal and income of trust estates have not 
only been conserved but have been enhanced 
during such period of general business de- 
pression and drastic decline in investment 
values as witnessed since the stock market 
erash of 1929 and the persistent liquidation 
of the past year. This is especially true 
where trust companies were enabled to exer- 
cise their expert judgment under trust pro- 
visions which contained discretionary author- 
ity in the handling of investments and assets, 
In most cases where losses and depreciation 
in estates have been incurred they have re- 
sulted from restrictions in trust instruments 
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and the arbitrary limitations imposed upon 
trustees in regard to “legal” investments. 
Experiences of the past year, particularly in 
respect to real estate mortgage holdings, has 
clearly established the wisdom of securing 
a broader latitude for legal investment of 
trust funds. 


NOTABLE GAINS BY GIRARD TRUST 

Substantial gains in banking and_ trust 
business during the first quarter of the cur- 
rent year were shown in the March 25th 
financial statement of the Girard Trust Com- 
pany of Philadelphia. Since the first of the 
year combined banking resources increased 
from $98,281,000 to $110,976,207, a gain of 
over twelve and a half millions and follow- 
ing upon an increase of ten millions during 
the last year. Deposits amount to $87,941,- 
467, an increase of nearly thirteen millions. 
Capital is $4,000,000 ; surplus $16,000,000, and 
undivided profits of $1,680,078. Trust funds 
aggregate $821,291,806, an increase since the 
first of the year of $7,600,000 since January 
Ist and as compared with $695,744,000 at the 
beginning of 1930. Corporate trusts total 
$1,476,711,000. 


INCREASES REPORTED BY FIDELITY- 
PHILADELPHIA TRUST COMPANY 
Substantial gains in trust as well as bank- 
ing business is reported by the Fidelity-Phila- 
delphia Trust Company. During the first 
quarter of the current year individual trusts 
increased approximately ten millions to total 
of $901,847,681 as of March 25th, on top of 
an increase of over $42,000,000 during last 
year. Corporate trusts amount to $815,264,- 
270. Banking resources increased eight mil- 
lions to total of $153,142,345 since ‘the first 
of the year and deposits from $107,428,000 
to $114,185,121. Capital is $6,700,000; sur- 
plus, $21,000,000, and undivided profits, $5,- 
540,000. 
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GOVERNOR PINCHOT ON STATE 
BANKING SUPERVISION 

Considerable interest was aroused in bank- 
ing circles by the recent statement issued by 
Governor Pinchot of Pennsylvania in connec- 
tion with his announcement of the appoint- 
ment of Dr. William D. Gordon as secretary 
of the State Banking Department, succeeding 
Peter G. Cameron, who attributed his resig- 
nation to differences with the new Governor. 
Governor Pinchot’s demand for more strict 
supervision of banks was evidently based 
upon several bank failures toward the close 
of last year in Philadelphia and the disclos- 
ures brought out by the John Bell bank fail- 
ure some years ago. 

“The first duty of the Department of Bank- 
ing is to protect the depositors in banks,” 
Governor Pinchot said. “To succeed in this, 
the department must protect the banks also. 
Such protection can best be given by prompt 
action that will prevent bank failures rather 
than by taking banks over after they have 
failed. The department will, therefore, be in 
continuous contact with the condition of each 
bank through the medium of a proper system 
of control. The first responsibility for the 
condition of a bank must rest with the direc- 
tors and officers of a bank. The department 
must see that they live up to it.” 

Governor Pinchot’s pledge to enforce bank 
supervision of the type which will prevent 
bank failures rather than delaying and clos- 
ing the doors “after the horse is out of the 
stable,” meets with cordial approval of the 
banking community. Reference to close co- 
operation with clearing house associations is 
also approved. It is worthy of comment, 
however, that Pennsylvania recorded the 
smallest number of bank failures last year 
of any state in the Union. Federal Reserve 
Summary shows that in the entire Federal 
Reserve district of Philadelphia there were 
only ten suspensions out of a total of 1,326 
suspensions, and the lowest in number of any 








of the twelve Federal Reserve districts. In 
1929 there were only three failures out of a 
total of 642. 


LARGE DEPOSIT INCREASE BY PHILA- 
DELPHIA NATIONAL BANK 

A notable increase in deposits is shown in 
the March 25th financial statement of the 
Philadelphia National Bank with total of 
$361,986,000 representing a gain of $68,634,- 
000 during the first quarter of the current 
year and of $124,593,000 as compared with a 
year ago, March 27, 19380, Resources aggre- 
gate $445,.684,935 as compared with $377,878,- 
000 at the close of last year and with $326,- 
202,000 reported March 27, 1930. The strong 
position of the Philadelphia National as the 
largest commercial bank in Pennsylvania is 
evidenced by the apportionment of resources, 
including U. S. bonds and certificates, $87,- 
177.590; cash and reserve, $26,418,982; due 
from banks, $71,914,000; loans, discounts and 
other investments, $220,979,000; exchanges, 
$10,906,000 ; letters of credit and acceptances, 
$26,250,671. 

The conservative policy of the Philadelphia 
National Bank was given emphasis by the ac- 
tion of the board of directors in January au- 
thorizing that $8,000,000 be taken from sur- 
plus, of which $4,000,000 was devoted to 
charging off all overdue paper and accounts 
requiring adjustment and the remaining 
$4,000,000 providing additional reserve for 
contingencies. The latest financial state- 
ment shows capital at $14,000,000; surplus 
and net profits, $31,987,427: $4,000,000 re- 
serve for contingencies. These figures do not 
include $2,300,000 capital and undivided prof- 
its of the affiliated Philadelphia National 
Company. 


Mutual savings banks of Philadelphia re- 


port an increase of $12,885,000 in deposits 
during January and February. 
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FIFTIETH ANNIVERSARY OF WHARTON 
SCHOOL OF FINANCE 

Hundreds of American leaders in finance, 
industry and other business pursuits are re- 
calling this year their student days at the 
Wharton School of Finance and Commerce of 
the University of Pennsylvania, which is 
celebrating its fiftieth anniversary. This is 
an educational institution unique among 
American centers of learning and conspicu- 
ously successful in preparing young men for 
executive careers in business, finance and in 
civic affairs. Among its recently organized 
Alumni Institute are such well-known names 
as Thomas 8S. Gates, George F. Rand, A. J. 
County, Walter K. Hardt, Samuel F. Hous- 
ton, Dr. Cheeseman A. Harrick and many 
others equally distinguished in important af- 
fairs. 

A brief survey of the history and accom- 
plishments of the Wharton School of Finance 
and Commerce is presented in the current 
of The Girard Letter, issued by the 
Girard Trust Company of Philadelphia, It 
touches upon the rare achievements of Joseph 
Wharton, founder of the school. as a leader 
in industrial enterprises. He employed a 
great many young men and was impressed 
with the need of the kind of educational in- 
stitution which gives them practical training 
to step into business and financial responsi- 
bilities. In 1881 his ideas crystalized into the 
founding of the Wharton School of Finance 
and Commerce, by deed of gift to the trustees 
of the University of Pennsylvania. He set 
aside a fund of $500,000 for purposes he out- 
lined. In 1882 there were three enrollments. 
in 1912 there were 625 and last year the stu- 
dent body comprised 2,184 with 


issue 


members, 
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faculty of 178 members and with special eve- 
ning school enrollment of 2,627. In addition 
to the regular courses there are series of lec- 
tures from eminent authorities in the various 
fields covered by the institution. Mr. Whar- 
ton died in 1909 and lived to see the fruition 
of his dreams. 


PRIVATE WIRE FOR INTEGRITY TRUST 
COMPANY 

their facilities for 
tions in United States government, Federal 
Land Bank, Joint Stock Land Bank 
and other marketable securities, a direct tele- 
phone wire has been installed by the Intez- 
rity Trust Company, connecting their offices 
with the offices of Messrs. Charles E. Quincey 
and Company of New York City. This long 
established firm is a member of the New 
York Curb Exchange and has direct wire 
connection with branch offices in Pittsburgh. 
Cincinnati and Cleveland. 


To broaden transac- 


bonds 


Harry C. Berlinger of Hardwick & Magee 
has been elected a director of the Integrity 
Trust Company, succeeding the late William 
(. Berlinger. 

J. Willison Smith, president of the Real 
Estate-Land Title & Trust Company of Phil- 
delphia, presided at the recent banquet of 
the Tristate Life Insurance Congress, held at 
the Bellevue Stratford. 

J. Warren Ingram has been elected presi- 
dent of the Grange Trust Company of Fiunt 
ington, Pa. 

President Asa S. Wing recently completed 
sixty-four years of service with the Provi- 


dent Mutual Life Insurance Company. 





CONDITION OF PHILADELPHIA TRUST COMPANIES 


Capital 
Central Trust & Savings............. $1,000,000 
Continental Equitable 1,000,000 
Fidelity-Philadelphia Trust Co . 6,700,000 
Frankford Trust Co 500,000 
ONS SS 6 a 3,000,000 
Germantown Trust 1,400,000 
Girard Trust Co 4,000,000 
Industrial Trust Co 882,251 
Integrity Trust 
Kensington Security Bank & Trust ... 
iuborty faue @ Trust...........2.0.- 
Ninth Bank and Trust 
North Philadelphia Trust 
Northern Trust 
Northwestern Trust Co 
Penna. Co. for Insurances 
Provident Trust 
Real Estate Land Title and Trust... . 
Real Estate Trust. . 


1,300,000 
1,000,000 
1,375,000 
500,000 
500,000 
200,000 
8,232,400 
3,200,000 
. 7,500,000 


Dec. 31, 1930 Dee. 31, 1930 Value 
$1,916,149 


Surplus and 


Undivided 
Profits, Deposits, Par Last 
Sale 
$7,408,703 10 14 
16,272,095 5 23 
109,535,775 525 
100 
35 
53% 
150 
66% 
9014 
350 
200 
40% 
325 
1220 


Date of 
Sale 
2-25-31 
3,018,893 
26,430,446 
2,191,758 
7,954,792 
4,330,592 
17,929,963 
4,527,537 
15,992,181 
4,172,640 

1,818,422 
3,269,055 
1,527,464 
4,248,061 
2,681,972 
36,675,083 
17,225,909 
17,020,107 
2,422,976 
819,991 


5 
100 
10,368,967 10 
27,266,765 10 
21,982,466 10 
75,193,840 10 
18,181,775 10 
60,766,783 10 


9-25-2§ 
1- 7-31 
2-11-31 
3-11-31 
2-21-31 
2-25-31 
19,483,454 50 
7,569,857 50 
22,937,435 10 
8,367,569 50 
14,676,287 100 
8,941,294 10 
229,235,794 10 
27,560,522 100 
46,811,032 10 
7,082,995 100 
9,799,346 109 


3-11-31 
4- 1-31 
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Boston 


Special Correspondence 


BOSTON LIFE INSURANCE TRUST 
COUNCIL 

One of the most frequently encountered ob- 
stacles in developing life and business insur- 
ance trusts is the lack of intelligent under- 
standing as to the proper relationship which 
trust service and life insurance bear toward 
each other and to the clients of each as well 
as to the general public. Various methods of 
cooperation between life underwriters and 
trust officers have been adopted to overcome 
such handicaps. In many cities there are pe- 
riodical meetings at which life underwriters 
and trust officers exchange information and 
viewpoints. In other cities there are educa- 
tional courses with series of lectures setting 
forth the various aspects of life insurenze 
trusts and their advantages to policyholders. 
In Philadelphia there is a round table coun- 
cil at which underwriters and trust officers 
come together. 

In Boston the problem has been met by 
the recent organization of the Boston Life 
Insurance Trust Council. It was prompted 
by a general feeling, particularly on the part 
of life underwriters, that corporate fiducis- 
ries were not cooperating as fully as they 
should in life insurance trust matters, As an 
outgrowth of this sentiment a number of re}- 
resentatives of the leading trust companies 
and life insurance companies formed com- 
mittees for the purpose of organization. The 
Boston Life Insurance Trust Council was 
thus established and during the half-year of 
its existence the wisdom and benefits of such 
organization has been fairly demonstrated. 

The Council started with 114 charter mem- 
bers representing twenty-nine different life 
agencies, ten trust institutions and a eollat- 
eral organization, the Boston Life Underwrit- 
ers Association, represented by its executive 
secretary. Bi-monthly dinners are held with 
competent speakers from both wings of the 
movement. In alternate months study ses- 
sions are conducted with lectures going into 
fundamental and practical detail. C. Alison 
Scully, vice-president 2nd trust officer of the 
Bank of Manhattan Trust Company of New 
York, was the speaker at the first dinner 
meeting, discussing “Business Life Insurance 
Trusts.” Officers elected for the first year 
ire: President. Henry N. Andrews of the 
Old Colony Trust Company: vice-president, 
Franklin W. Ganse, John Hancock Mutual 
Life Insurance Company: treasurer. Edward 
i’. Messinger, Merchants National Bank of 
Cston, and secretary. Dorr Viele of the 


| 
| 
Boston Life Underwriters’ Association. 
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BOSTON, MASS. 








Member Federal Reserve System 








FIRST NATIONAL BANK OF BOSTON 

The March 25th financial statement of the 
First National Bank of Boston shows com- 
bined resources, exclusive of the figures of 
the affiliated Old Colony Corporation and 
the First National Old Colony Corporation, 
of $699,100,068. The liquid position of the 
hank is shown by cash and due from banks, 
S86.589,000: UU. S. Government securities, 
$65,482,000; state and municipal securities, 
£30,579,000 ; acceptances of other banks, $61,- 
744.000, and demand loans to brokers, $37,- 
919,000, making total of $282,314.891. Other 
resourees include loans, discounts and invest- 
ments, $362,529.816, and customers’ liability 
account of acceptances, $84,915,548. Deposits 
total $5388.213: eapital is $44,500,000; surplus 
and profits, $41,844,000, with reserves for 
individend, taxes, dividend, ete., of $5,960,017. 
Surplus and undivided profits show increase 
of $768,841 during the first quarter of the 
current year. 


NEW ENGLAND BREVITIES 
The Old Colony Investment Trust reports, 
as of February 2d, investment securities with 
a market value around $10,024,000. Net in- 
come from interest and dividends, after ex- 
penses, was $255,646, equal to 85 cents a 
share on common stock. 
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LARGE TRUST TOTALS OF STATE 
STREET TRUST COMPANY 

The State Street Trust Company of Bos- 
ton has maintained a vigorous pace in re- 
porting increased volume of banking and 
trust business. The latest financial statement 
shows trust department assets of $111,254,- 
941. Estates and trusts total $53,759,415 as 
compared with $57,828,000 two years ago 
and $22,470,000 in April, 1927. Agencies 
amount to $57,495,526 as compared with $35,- 
550,000 in 1929 and $19,003,000 in 1927. Indi- 
vidual trusteeships total $51,083,000. 

The banking department shows resources 
of $66,766,087 with deposits of $58,826,851. 
Capital is $3,000,000; surplus, $3,500,000, and 
undivided profits, $610,089. 


SPRINGFIELD SAFE DEPOSIT & TRUST 
COMPANY 

Combined banking and trust assets of 
$67,372,989 are shown in the latest financial 
statement of the Springfield Safe Deposit «& 
Trust Company of Springfield, Mass. Bank- 
ing resources amount to $14,291,000 with de- 
posits of $11,687,000; capital, surplus and 
undivided profits $2,573,849. Trust depart: 
ment resources amount to $53,081,253. 
George H. Kemater is president and Edward 
Kronvall, vice-president and trust officer. 


A number of the larger trust companies 
and banks of Boston have reduced interest 
rates on savings accounts from 4 to 3% per 
cent. 

Capital of the Medford Trust Company of 
Medford, Mass., has been incrernsed from 
$600,000 to $800,000. 

The City Trust Company and the Howard 
National Bank of Burlington, Vt., have been 
consolidated as the Howard National Bank & 
Trust Company. 
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ANNUAL REPORT OF SHAWMUT BANK 
INVESTMENT TRUST 

The Shawmut Bank Investment Trust re- 
ported for the fiscal year at the close of 
February 28, 1931, a net asset value amount- 
ing to $12.75 a share on common stock, rep- 
resenting an increase of $4.11 a share in the 
final quarter, but a decrease from the $35.75 
a share reported a year ago. The decline in 
net assets applicable to the funded debt of 
$5,923,000 was 86,889,250 at the end of the 
fiscal year, compared with $8,691,306 a year 
before, a decrease of about 21 per cent. The 
decline in asset value for common, compared 
with the actual decline in assets, is attribut- 
ed to the fact that there are only 75,000 
shares of common under the debentures, 
making for what is known as a great lever- 
age on the common. 

The income shows total interest 
and dividend of $326,992, and net 
loss, after deducting losses on sales of secu- 
rities of $444.476, interest and other charges, 
was $481,144. During the year $27,000 of 
debentures were retired at an average cost 
of less than 75 per cent of face value. 


account 
received 


W. C. McClelland formerly associated with 
the National City Company has joined the 
New York office of the Shawmut Corporation 
of Boston. Mr. McClelland has been in 
charge of the National City Company’s bill 
dealings, and will be engaged in the bill mar- 
ket operations of Shawmut. 


The City of Boston, through its commer- 
cial. industrial and publicity bureau, has 
taken the initiative in planning a New Eng- 
land States Century of Progress Exposition 
to be held in June at Columbus Park on the 
Strandway, South Boston. 


CONDITION OF BOSTON TRUST COMPANIES 


Capital 


Boston Safe Deposit and Trust Co....... $2,000,000 

Charleston Trust Co 200,000 

Columbia Trust Co 100,000 
1,000,000 

SR Oo ca wk awe b okie ass 6. 9:6% 2,500,000 

Exchange Trust Co 

Fiduciary Trust Co 

Harris Forbes Trust Co 

Jamaica Plain Trust Co 

Kidder Peabody Trust Co 

Lee Higginson Trust Co 

New England Trust Co 

Old Colony Trust Co 

State Street Trust Co 


Assets, 
Trust Dept. 
March 25, 1931 


$208,642,860.10 


Surplus and 
Undivided Profits, 
March 25, 1931 
$3,800,879.21 

45,190.99 
258,875,56 
384,056.08 
348,549.18 
1,624,741.27 
633,056.17 
125,566.37 
97,911.25 
306,674.25 
771,234.62 
3,908,226.18 
5,148,986.47 
4,152,224.46 
3,538,030.95 


Deposits, 
March 25, 1931 
$19,343,982.10 

1,002,351.50 

788,321.35 
5,178,293.16 
6,529,248.05 
4,996,216.32 
350,000.00 
2,864,839.98 
1,583,948.54 
2,589,197.77 
12,177,724.94 
26,319,911.95 
3,702,917.05 
57,201,997.19 
9,055,811.82 


4,821,154.89 
1,495,845.75 
1,388,964.75 
9,482,782.21 
108,911.39 
14,234,828.30 
24,272,676.25 
118,241,163.39 
282,395,143.25 
53,716,721.17 
10,534,897.45 
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TERMS OF AGREEMENT BETWEEN 
LAWYERS AND TRUST COMPANIES 


In view of current discussion and efforts to 
reconcile differences between trust companies 
and bar associations in various parts of the 
country as regards “practice of the law,” 
it is of interest to summarize the terms of 
agreement recently negotiated between the 
Chicago Bar Association and the Corporate 
Fiduciaries Association of Chicago. The 
local code of ethics provides that trust com- 
panies and banks engaged in fiduciary work 
shall not draw wills and shall recommend 
to applicants that they have their wills, but 
recommend to the customer to have his will 
drawn by his own lawyer. If the customer 
does not have a lawyer or does not wish to 
retain his own lawyer, the trust company 
may recommend its own outside counsel or 
some other competent counsel. 

The code does not prohibit a bank or trust 
company having trust agreements drawn by 
attorneys in its own employ, but does re- 
quire that the trust company should first 
suggest to the prospective trust customer 
that he retain his own lawyer to draw the 
necessary documents and that the trust com- 
pany counsel and the customer’s attorney 
may collaborate in such drafting. When an 
agreement is prepared entirely by the trust 
company’s own attorney it is the duty of the 
company to advise the customer that he 
should consult individual counsel to assure 
protection of his own interests. The code 
furthermore provides that the trust com- 
pany should not favor one firm of attorneys 
with their legal business and give preference 
to the lawyer of the individual whose estate 
or trust is to be administered in employing 
competent and trustworthy counsel accept- 
able to the heirs. 

It is noteworthy that mutual relations be- 
tween trust companies and members of the 


bar have been fostered by the aid given by 
trust companies in placing at the disposal 
of counsel such administrative clauses and 
drafts of wills and trust indentures which 
makes the task easier and safer for the law- 
yer. Most of the larger trust companies and 
banks have developed up-to-date forms of 
wills and trust agreement, with their own 
counsel which are made available to lawyers, 
together with helpful suggestions gained from 
actual experience in trust administration. In 
the same manner lawyers are furnished with 
abridged services on taxes and current legal 
decisions as affecting wills and trusts. 


CONTINENTAL ILLINOIS BANK AND 
TRUST COMPANY 


Aggregate resources of $1,122,942.654 


are 
shown in the March 25, statement of the Con- 
tinental Illinois Bank and Trust Company of 
Chicago, embracing cash and due from banks 
$148,094,653; U. S. Government securities 
$174,302,688 ; other bonds and securities $98,- 
634,900; demand and time loans $587,265,- 
551. Deposits total $856,409,995. Capital 
is $75,000,000; surplus $65,000,000, undivi- 
ded profits $7,017,485 and reserve for con- 
tingencies $10,000,000. These figures Jo not 
include the $20,000,000 capital of the affiilia- 
ted Continental Illinois Company which is 
held in trust for stockholders of the Con- 
tinental Illinois Bank and Trust Company. 

The Continental llinois Company an- 
nounce the appointment of Fred M. Gillespie 
as manager of its Detroit office. Mr. Gil- 
lespie has been connected with the sales de- 
partment of the company in Chicago for sev- 
eral years and in his new capacity succeeds 
Wi.iam M. Rex, who has been ealled to the 
Chicago office to assume new responsibilities. 


Combined deposits of all national and state 
banks and trust companies of Chicago show a 
decrease of $165,041,000 as of March 25 and 
as compared with the first of the year, with 
total of $2,737,256,000. Savings deposits show 
decrease of $1,747,000 to total of $661,611,000, 
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STATEMENTS OF FIRST NATIONAL AND 
FIRST UNION TRUST 

A slight gain in deposits since the first of 
the year is shown in the statement of com- 
bined deposits of the Frst National Bank and 
of the First Union Trust and Savings Bank 
of Chicago. The March 25 report shows com- 
bined deposits of $572,403,833 and combined 
resources of $679,720.838. The two banks 
command invested capital of $75,397,922. 
At the recent annual meeting, provision was 
made for the transfer of $2,500,000 from un- 
divided profits to be added to the capital of 
the First Union Trust and Savings Bank, 
making total capital of $10,000,000 with sur- 
plus of $7,500,000 and other undivided profits 
of $5,816,644. The First National has capi- 
tal of $25,000,000; surplus $25,000,000 and 
other undivided profits of $4,081,278 with re- 
sources of $493,912,748. 


HARRIS TRUST AND SAVINGS BANK 

During the first quarter of this year which 
has witnessed general reduction of bank de- 
posits, the Harris Trust and Savings Bank 
of Chicago has maintained its deposits with 
but relatively small decrease. The March 
25 statement shows deposits of $99,740,000 


as compared with $31,151,000 ten years ago. 


Capital is $6,000,000; surplus and undivided 
profits of $7,824,538. The latter figure shows 
an increase of $131,000 during the quarter. 
Resources total $118,713,000. 

3ank of Commerce and Old 
Dearborn State Bank of Chicago have been 
merged under the name of Chicago Bank of 
Commerce. Merger has been consumated be- 
tween the Southwest State Bank and the De- 
sank of Chicago. 


The Chicago 


positors State 
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NATIONAL BANK OF THE REPUBLIC 

Combined resources of $193,853,000 are 
shown in the March 25 financial reports of 
the National Bank of the Republic and the 
affiliated Chicago Trust Company. Of this 
aggregate the national banks accounts for 
$182,581,192 and the Chicago Trust Company 
$11,272,143. Deposits of the National Bank 
of the Republic amount to $148,249,052, with 
capital of $11,000; surplus, profits and _ re- 
serves $5,677.776. The Chicago Trust Com- 
pany has capital of $8,000,000; surplus, prof- 
its and reserves of $1,678,875. 


CHANGES IN ILLINOIS BANKING FIELD 

The Auditor of Public Accounts of Illinois 
reports that during the past year there have 
been 178 changes among the state banks of 
the state. Of this number forty-three were 
voluntary liquidations representing mergers 
or transfers and, in addition thereto, there 
were thirty consolidations. There were 105 
banks that closed their doors; twelve of 
these were liquidated through the transfer 
of the deposit liability to some nearby insti 
tution and eight reorganized and reopened 
their doors, while the outcome of four is still 
undetermined but will probably be classed 
with the eight above within a very short 
time, leaving eighty-one that were placed in 
the hands of receivers. 


r 


Loan and Trust Com 
which closed last No- 
reopened as the Quincy State 


The State Savings, 
pany of Quincey, IIL, 
vember has 
Bank. 

The State Trust & Savings Bank of Pe- 
oria, Ill. has been reorganized and will re- 
sume business as the Jefferson Trust and 
Savings Bank. 


CONDITION OF CHICAGO TRUST COMPANIES 


Capital 
$500,000 
12,000,000 
75,000,000 
350,000 
25,000,000 
11,000,000 
6,000,000 
600,000 
11,000,000 
3,000,000 
2,500,000 
800,000 
1,300,000 
1,000,000 
600,000 


Boulevard Bridge Bank 

*Central Trust Co. of Illinois P 
Continental Illinois Bank & Trust Co. 
Drovers Trust... 

+First Union Trust & First National. 
Foreman State National-Forcman State 
Harris Trust. 

Mercantile Trust . 
**National Bank of the Republic 
Northern Trust ie 
Peoples Trust 

Sheridan Trust rs 

Union Bank of Chicago 

West Side Trust 

Woodlawn Trust 


Surplus and 
Undivided 
era 
Mar. 1931 
$ ont for 
8,398,653 


Deposits, Book 
Mar. 31, 19381 Value Bid Asked 
$11,268,229 219 370 390 
139,340,764 236 242 246 
72,017,435 856,409,995 223 363 366 
925,040 6,696,792 364 540 560 
29,081,278 412,334,422 322 372 476 
13,915,188 158,242,010 320 380 3 
7,824,538 99,740,076 230 475 
547,997 10,289,009 191 350 
5,677,776 149,249,032 39 60 
9,362,779 63,142,535 412 435 
1,571,029 30,259,250 162 335 
445,353 8,728,201 155 150 
1,336,397 9,722,997 202 150 
49,202 13,174,700 149 270 
421,893 7,773,485 170 260 


*Central Trust Bank V nilaiss iin not nabials Securities Co. 


+Stock owned by First National Bank. 
**$20 Par Value. 


Corrected by F. M. Zeiler & Co., 


members Chicago Stock Exchange, 929 Rookery Bldg. 




















Pittsburgh 


Special Correspondence 


FIDELITY TRUST COMPANY OF 
PITTSBURGH 


During the forty-five years of its existence 
the Fidelity Trust Company of Pittsburgh 
has directed its policies and administration 
chiefly to the performance of fiduciary duties 
and the handling of estates and trusts. The 
March $list financial statement shows anu 
aggregate of $220.535.0183 individual trust 
funds under administration. The assets of 
the trust department embrace and 
honds amounting to $121,916,9389; mortgages, 
$65,564,423: real estate, $21,555,020; other 
investments, $2,000,430 and cash _ balance, 
$9,498,199. Corporate trusts administered 
amount to $72,200,490. 

The banking department shows resources 
of $29,0SS8,737 and deposits of $17,668,877, 
including savings of $3,673,161. Capital is 
$2,000,000 ; surplus, $7,000,000, and undivided 
profits, $1,758,131, the latter total showing 
increase of $96,000 since the first of the year. 
There is 


S2OG HOT. 







stocks 











also a contingency reserve of 








TRUST BUSINESS GOES ON UNDISTURBED 

The latest official statements of trust com- 
panies in Pittsburgh indicates that trust busi- 
ness is undisturbed by “business depression.” 
While banking totals are variable and re- 
flect general conditions, the trust depart- 
ments yield constant gains. At the Union 
Trust Company trust funds increased during 
the first quarter of this year over twelve 
millions to aggregate of $391,578,000. The 
Peoples-Pittsburgh Trust Company has added 
$11,000,000 to total of $128,268,000. The Com- 
monwealth Trust Company has scaled the 
forty million mark with total trust funds of 
$45,084,000. a gain of nearly four millions in 
than three months. Substantial gains 
are shown also by the Colonial Trust Com- 
pany, the trust departments of the Bank of 















less 













Pittsburgh with trust funds of $36,693,000 
and the Union National Bank with trust 
funds of $81.813,000. 

The Votter Tithe & Trust Company of 





Pittsburgh reports trust funds of $8,145,000 
and banking resources of $11,242,000. 

Foster W. Doty, former assistant trust offi- 
cer of the Bank of Pittsburgh, N. A., has 
been elected vice-president and trust officer 
of the Commercial Bank & Trust Company 
of New York. 

William I). Cotterel, vice-president of the 
Peoples-Pittshurgh Trust Company, in charge 
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RESOURCES OVER 
$100,000,000 
% , 


PEOPLES-PITTSBURGH 
TRUST COMPANY 
PITTSBURGH, PA. 


of the Dollar Savings & Trust branch, has 
been made chairman of the advisory com- 
mittee of that branch, succeeding George E. 
Meyer. 

Scott S. Leiby, solicitor of the Keystone 
Trust Company of Harrisburg, Pa., has been 
elected third vice-president. 


LYCOMING TRUST COMPANY REPORTS 
LARGE TRUST HOLDINGS 

Specialization in estate administration has 
yielded excellent results in the experience 
of the Lycoming Trust Company of Williams 
port, Pa. A recent statement showed that 
the trust department has in its care a total 
of $16,011,000 trust and estate 
acts as trustee under corporate mortgages 
having value of $6,849,000. The banking de- 
partment shows assets of $16,860,501; depos- 
its, $13,799,281; capital, $2,000,000; surplus 
and undivided profits, $540,077. The trust 
department is under the direction of Charles 
A. Schreyer, vice-president and trust officer. 


funds and 





The newly organized Millersburg Trust 
Company has opened for business at Millers- 
burg, Pa., with capital of $125,000. <A, F. 
Gilbert, president. 
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DEFINING OBLIGATIONS OF TRUSTEES 


Sentiment among trust company officials 
in Missouri is uniformly in favor of a greater 
degree of standardization in laws defining 
clearly the responsibilities and liabilities of 
trust companies in the administration of 
trusts. Because of uncertainty in the stat- 
utes the trust agreements are apt to be of un- 
due length and cumbersome. Commenting on 
the subject, the trust officer of a leading 
trust company states: 


“There are one or two questions concerning 
the duties and obligations of trustees which 
arise almost uniformly in the administration 
of trusts, concerning which the opinions of 
prominent lawyers are at pronounced vari- 
ance, and this to such an extent that we may 
find trust companies in different localities in 
this state pursuing diametrically opposed pol- 
icies. The uncertainty concerning these mat- 


ters is such that in several cases trust com- 
panies which regard the law as unsettled, 
have frequently declined to accept a testa- 
mentary trust or to become a successor to the 
trustee therein named, on account of the pos- 
sibility of the assertion of claims of liability 


in the event the course which would be mani- 
festly be desired by the beneficiaries is not 
followed. As the result of these conditions, 
trust agreements are now unnecessarily 
lengthy and involved, the trustee naturally 
being desirous of procuring certainty in order 
to limit liability and to insure administra- 
tion which will be prompt and free from 
hazard and legal complications. 

“While trustees are largely controlled by 
the laws and decisions of the states of their 
domicile, and on this account it might be 
said that the respective states are qualified 
to determine these matters for themselves, 
it nevertheless seems to me that the general 
good would be promoted if those eminently 
qualified should carefully and painstakingly 
prepare a uniform law which in the light of 
practice and experience is best calculated to 
protect the estates and to provide certainty 
in administration. In answer to those who 
might contend that each state should handle 
this question in its own way, I beg to sug- 
gest that if an effort is made by local trust 
companies to procure the enactment of laws 
of the same scope to be included in a uniform 
law, they could not hope to receive for their 
measure, as favorable consideration from the 
members of the Legislature as they would be 
inclined to accord to a measure emanating 


from a committee which had given careful 
consideration without regard to locality or 
the existing state of the law.” 


BANK CONSOLIDATIONS IN RURAL 
COMMUNITIES 

An important development in Missouri and 
surrounding states is the large number of 
bank consolidations which is taking place, 
especially in agricultural communities. This 
policy is being promoted by the state bank- 
ing authorities who now find banks much 
more inclined to unite their forces, thus con- 
tributing to the strength of the general bank- 
ing situation. The process of consolidation 
is going on so rapidly and the weak banks are 
being so generally weeded out, that the re- 
sult is bound to be most salutary, except for 
losses involved in liquidations. The bank- 
ing departments are also exercising unusual 
rigor in discouraging the organization of 
new banks, particularly in communities 
which are adequately supplied with bank- 
ing service. 


MISSISSIPPI VALLEY TRUST COMPANY 

Total resources of the Mississippi Valley 
Trust Company of St. Louis as of March 25, 
amounted to $87,888,787 and with deposits 
of $77,121,472 revealing slight change as 
compared with the statement at the close 
of last year. Resourses include cash and 
due from depositories, $20,408,262; U. &. 
yovernment securities, $3,572,880; loans and 
discounts $47,679,992; bonds and other se- 
curities $13,418,952. Capital is $6,000,000. 
Surplus and undivided profits of $3,852,907, 
indicate an increase of approximately $50,000 
since the first of the year. 


COMMERCE TRUST COMPANY OF 
KANSAS CITY, MO. 

The Commerce Trust Company of Kansas 
City, Mo., reports under date of March 25, 
aggregate resources of $109,224,054 including 
cash and due from banks $39,137,176; U. S. 
Government securities $12,068,508; demand 
loans, $1,774,873; loans and discounts, $30,- 
917,597; state, municipal and other bonds, 
stocks and securities $20,556,465 and stock 
in Federal Reserve Bank $240,000. Deposits 
total $99,091,694. Capital $6,000,000 sur- 
plus and undivided profits $3,503,101. 


The First National Bank of Kansas City, 
Mo., reports resources of $63,262,000; de- 
posits, $57,037,365; capital, $2,000,000; sur- 
plus, $1,000,000, and undivided profits, $2,525,- 
50d. 
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CONQUERER FIRST NATIONAL AND 
CONQUERER TRUST CO. 

The combined statement of the Conquerer 
First National Bank and the Conqueror 
Trust Company of Joplin, Mo. as of March 
25th shows resources of $8,418,224; deposits 
$5,348,806, with capital stock of $350,000; 
surplus and undivided profits $335,489. As- 
sets held in trust by the Conqueror Trust 
Company amount to $2,097,219. Directors 
of the combined institutions are: George N. 
Spiva, Chairman of the Board, J. G. Starr, 
H. A. Richardson, August C. Junge, H. C. 
Murphy, Cowgil Blair, J. C. Finke, J. E. 
Harsh, George Wadleigh, J. W. Ratcliffe, 
F. C. Ralston and W. H. Landreth. 


John G. Lonsdale, president of the Mer- 
eantile-Commerce Bank & Trust Company, 
St. Louis, Mo. has been chosen for the third 
time to head the advertising committee of 
the Industrial Club of St. Louis. This com- 
mittee prepares advertising copy and di- 
rects publicity campaign for attracting busi- 
ness and residents to St. Louis. 

The Union National Bank of Springfield, 
Mo. has received authority to conduct trust 
department operations. 

Charles Claflin Allen, Jr., has been elected 
vice-president of the Boatmen’s National 
Bank of St. Louis, succeeding Judge Hugo 
Grimm, resigned. 

The Midland National Bank & Trust Com- 
pany of Minneapolis, Minn., reports resources 
$20,423,000; deposits $18,129,000; capital $1,- 
000,000; surplus and profits $619,000. 

The Marshall & Ilsley Bank of Milwaukee, 
Wis., reports resources $36,058,000; deposits 
$31,359,000. 


Franklin-American Trust: Co. .....0.600sccssscceees« 
Lafayette-South Side Bank & Trust Co............ 


Mercantile-Commerce Bank & Trust Co 


ASeeAeT, WO FONG OG so oon asc cee ceca snccciee 


St. Louis Union Trust Co.* 
*Accepts no deposits. 


. .$2,600,000 
.. 2,150,000 
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EXCHANGE BANKS OF OKLAHOMA 
MAINTAIN RECORD GROWTH 


The Exchange National Bank, the Ex- 
change Trust Company and the Exchange 
National Company of Tulsa, Oklahoma have 
made and continue to make banking history 
under the virile administration of President 
Harry H. Rogers. During last year the 
peak in deposits of the Exchange National 
Bank was reached in September with total 
of $66,874,000, not including deposits of the 
Exhange Trust Company. Executive vice- 
president, Judge H. L. Standeven of the Ex- 
change Trust Company reported during the 
year an increase of more than three millions 
in trust assets. The latest financial state 
ment of the Exchange institutions shows 
combined assets of $104,612,816; combined 
deposits $55,421,583 and combined invested 
capital of $10,385,918. 

At the last annual meeting of shareholders, 
Thos. K. Chestnut, president of the Chest- 
nut and Mith Corporation and one of the , 
organizers of the Exchange Trust Company, 
was added to the directorate of the Ex- 
change National Bank. C. A. Steele, attor- 
ney at law and a director of the national 
bank, was elected a director of the Exchange 
Trust Company. Richard K. Huey, general 
superintendent of the Deep Rock Oil Cor- 
poration, was also elected to the board of 
the trust company. Fred W. Steiner was 
elected vice-president; G. H. Galbreadth, as- 
sistant trust officer and J. D. Ooley and E. P. 
Jennings, assistant secretaries of the Ex- 
change Trust Company. Several additions 
were also made to the official staff of the 
Exchange National Bank. 








CONDITION OF ST. LOUIS TRUST COMPANIES 


Surplus and 
Undivided Profits, 

Dec. 31, 1930 

$1,930,864.72 
1,890,372.12 
7,815,587.81 
3,803,061.38 
6,918,015.52 


Capital Deposits, 
Dee. 31, 1930 

$38,630,017.77 
25,688,866.33 

123,821,694.24 
77,091,560.08 


. 


10,000,000 
. 6,000,000 
5,000,000 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Capital 
$3,400,000 $4,223,251.41 
PRE SIND acidic ong We Se e0s <:ea4.ewemeie 2,000,000 
1,000,000 
2,000,000 
1,000,000 


American Security & Trust Co 


National Savings & Trust Co 
Union Trust Co 
Washington Loan & Trust Co 


Surplus and 
Undivided 
Profits 


Deposits 
March 25, 1931 


March 25, 1931 Par Bid Asked 
$33,362,590.15 100 350 
5,333,173.53 100 125 
13,718,892.53 100 445 
9,223,827.60 100 215 
17,938,293.04 100 435 


1,511,272.49 
2,982,534.62 
1,257,507.99 
2,462,149.79 


Figures furnished by The Washington Loan & Trust Co. and as reported to U.S. Comptroller of the Currency 
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IMPORTANT BANK AND TRUST COM- 
PANY LEGISLATION 


Important measures affecting the banking 
and trust company business have occupied 
the attention of committees of both houses 
of the Ohio legislature. Under a recent con- 
stitutional amendment the General Assembly 
was charged with the duty of revamping the 
taxation laws of the state and the problem 
has been submitted to a di-partisan com- 
mittee. The bankers of the state advocated 
legislation which will be consistent with the 
decision of the federal court in holding that 
banks shall not be taxed at a rate higher 
than the tax on competing institutions. A re- 
cently enacted bill tackles the troublesome 
question of high interest rates on public de- 
posits by limiting interest on public deposits 
to 2 per cent per annum on 90 per cent of 
the amount actually collected on daily bal- 
anee showing. 

There are a number of measures of prime 
interest to trust companies. One of 
is designed to clarify the laws 
bank mergers and authorizing a national 
bank to succeed to the trust business of a 
state bank or trust company and doing away 
with uncertainties and burdens of the exist- 
ing law. Another bill, which failed of enact- 
ment at the previous session, permits banks 
to deposit securities for public funds or other 
purposes, with a a local trust company and 
submitting to the treasurer a trust receipt 
in lieu of actual securities. A third bill which 
is urged by trust companies would make 
clear the intent of the legislature that the 


these 
regarding 


proceeds of life insurance policies payable 


to trustees, are not subject to inheritance 
tax. This amendment has approval of the 
State Tax Commission and the Attorney Gen- 
eral, A bill is also pending which is spon- 
sored by the Ohio Bar Association which re- 
quires that all attorneys be members of that 
association and creating a board within the 
organization which shall be empowered to 
say who shall practice law and under what 
conditions. 


PROGRESS OF THE GUARDIAN TRUST 
COMPANY 

General business conditions have not in- 
terrupted the steady progress of the Guard- 
ian Trust Company of Cleveland judging 
from its published financial statements. As 
compared with the commencement of the 
present year the March 25th statement shows 
but slight change in aggregate deposits and 
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and in all other corporate fiduciary 
capacities. 


33 North LaSalle Street 
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aus Compared with March 1929 there is shown 
an increase from $143.577.79S to $153.393.- 
O76. Since March, 1927 increased 
$29,000,000. 

Resources now total $177,844,129. Capital 
stock is $7,000,000; surplus, $9,000,000, and 
undivided profits of $1,762,824 show a sub- 
stantial gain during the first quarter of 1931. 
Resources include cash on hand and in banks 

U.-8. 


deposits 


bonds and certificates, 
$16,475,562: loans, advances and investments, 
$130.671.S38. 


GAINS BY UNION TRUST COMPANY 

During the first quarter of the 
year the Union Trust Company of Cleve 
land registered increase in deposits from 
$301,291,000 to $310,478,000 according to the 
statement of March 25th. Resources _in- 
creased from $364,153,000 to $368,257,622. The 
strong position of the company is shown by 
cash on hand and in banks, $64,228,808; U.S. 
securities, $51,791,815; acceptances of other 
banks, $7,194,000; customers’ liability on ac- 
ceptances and letters of credit, $12,921,000; 
commercial and collateral loans, $135,168,- 
000. Capital is $22,850,000; surplus and cur- 
rent earnings, $17,008,510, the latter total in- 
dicating increase of over $132,000. 


current 
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MIDLAND BANK NOTES SYMPTOMS OF 
BUSINESS REVIVAL 


The Midland Bank of Cleveland, which re- 
ports under date of March 25th total re- 
sources of $48,101,000 and deposits of $40,- 
108,000, issues a statement which conveys 
assurance of constructive processes in gen- 
eral business conditions. The Midland Bank 
says in part: 

“Important factors are at work to bring 
about business revival in this country. 
Among the constructive forces cited are im- 
provement in foreign conditions, a stronger 
bond market, easy money and firmer com- 
modity prices. One of the most important 
favorable factors has been the change in the 
tone of foreign developments. For months 
news has been disturbing and even 
alarming. But recently conditions abroad, 
while still depressed, have taken a turn for 
better. There been the effort by 
kurope to supply more of its own capital re- 
quirements, improvement in German business 
sentiment and signs of Commodity price sta- 
bilization such as the rise of silver. 

“Cleveland industry appears to be enjoy- 
ing a somewhat greater stimulus than that of 
the country at large. Principal recent devel- 
opment in the Cleveland territory has been 
the marked gain in steel operations which 
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recovered much faster than in the United 
States during the last four weeks. Cleveland 
plants late in March were operating at 70 
per cent of capacity as against 53 per cent 
at the first of the month. Automotive demand 
has been the main factor in this upswing.” 


OHIO SAVINGS BANK & TRUST CO. 

One of the most progressive and expand- 
ing trust companies in the state of Ohio is 
the Ohio Savings Bank & Trust Company of 
Toledo which recently took possession of its 
impressive new home which penetrates the 
skyline of the financial district and giving 
substance to the bank’s slogan, “A Giant of 
Strength.” The latest financial statement, 
exclusive of large volume of trust business, 
shows banking resources of $64,215,981 in- 
cluding cash on hand and in banks, $7,S815,- 
052: U. S. and other securities, $14,369,833 ; 
loans on real estate mortgages, $13,654,000 ; 
loans on collateral, $15,766,000; loans to cor- 
porations, firms and individuals, $8,742,000. 
Deposits total $52,858,806. Capital is $3,000.- ° 
000; surplus and undivided profits, $5,528,874. 

The Security-Home Trust Company of To- 
ledo, O., reports resources, $31,718,015; de- 
posits, $25.126,000; capital, surplus and un- 
divided profits, $5,498,000. 


Bust of J. R. Nutt, chairman of the board of 
the Union Trust Company of Cleveland, made 
by the famous Italian sculptor, Edgardo Simone, 
whose recent exhibit in Cleveland and other 
cities, includes many American notables. 
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EXCESSIVE INTEREST ON PUBLIC 
DEPOSITS 

As president of the Ohio Bankers Associa- 
tion, Edward A. Seiter, vice-president of the 
Fifth Third Union Trust Company of Cin- 
cinnati, has been most active in promoting 
eonstructive banking policies and arousing 
interest toward desirable legislative amend- 
ments. In his frequent appearances at group 
meetings of bankers Mr. Seiter has dwelt es- 
pecially upon the excessive rates of interest 
paid by banks on both private and public 
deposits. On the subject of interest on pub- 
lic funds, he said recently at a meeting of 
the administrative body of the Ohio Bankers 
Association : 

“The deposit of public funds is a deposit 
that for safety and ease of mind can be 
prudently handled only in a special way. It 
is a mercurial deposit that is usually made 
at a period of plenty and likely to be with- 
drawn at a time of comparative stringency. 
To employ it, therefore, as are employed the 
deposits of ordinary current business, is apt 
to entail discomfort—and too frequently is 
a means of serious embarrassment. This is 
now being generally recognized, and legisla- 
tive action is being taken in the states to 
limit and control the matter under sane and 
prudent regulation and requirements. 

“Notably in this connection is a recently 
enacted law in Ohio, which limits interest on 
public deposits to 2 per cent per annum on 
90 per cent of the amount actually collected 
on the showing of daily balances. ‘This is 
representative of current banking thought in 
connection with the subject, and banks re- 
ceiving public deposits should provide for 
themselves a safe margin of profit in a spe- 
cific employment of the funds through in- 
vestment only in the highest grade of bonds 
that have a general market appeal. Any 
other course is, as stated, fraught with dan- 
ger.” 


OHIO BREVITIES 

According to a survey of the electric power 
and light industry in the United States, ap- 
pearing in “Trade Winds” the organ of the 
Union Trust Company of Cleveland, this in- 
dustry represents an investment of approxi- 
mately $11,850,000,000 and collects more 
than §$2,000,000,000 annually from 24,702,000 
consumers. 


Merger plans have been completed between 
the First National Bank and the Valley Sav- 
ings Bank & Trust Company of Chillicothe, O. 


Seymour H. Hoff, vice-president of the 
Ohio Savings Bank & Trust Company of To- 
ledo is chairman of the local committee of 
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bankers to arrange for the coming annual 
convention of the Ohio Bankers Association 
to be held in that city. 

Robert T. Hartley has been named assist 
ant treasurer and manager of the Falls 
sranch of the Central Depositors Bank & 
Trust Company of Akron, O. 

N. W. Judkins has been elected vice-presi- 
dent of the Ohio Savings & Trust Company 
of New Philadelphia succeeding the late 
E. L. Wenger. 

Charles G. Heer, treasurer of the Cleve- 
land Cliffs Iron Company, has been elected 
a director of the Guardian Trust Company of 
Cleveland. 

Mrs. Florence H. Wells, former member 
of the House of Representatives and State 
Senator of Ohio from Lucas County, has 
joined the trust department staff of the Ohio 
Savings Bank & Trust Company of Toledo. 

The Second National Bank of Cincinnati, 
O., reports resources of $12,672,000 and de- 
posits, $9,764,809. 


THE FORCES WHICH RESTORE 
PROSPERITY 


(Continued from page 478) 
1927. The Federal Reserve situation, which 
is always a guide to the future of the bond 
market, has seldom been easier in all its 
history. With the return flow of hoarded cur- 
rency which will come when confidence is 
restored, the Reserve System will remain 
easy throughout the spring and summer. 
Gold is still being imported into the United 
States, and there is no prospect of a large 
demand upon the Reserve System before De- 
cember. The gold inflow and the release of 
hoarded currency will take care of the needs 
of business without any material amount of 
Reserve Credit expansion. 
Demand for Commercial Funds 

In this situation we are bound to develop 
a large demand for bonds. The bankers of 
the United States are not going to leave their 
eredit balances lying idle at the Federal Re- 
serve for many weeks before they put them 
into use. They will do this by buying listed, 
salable bonds, and in my opinion they will 
make a profit on the operation. If what I 
have said about the outlook for business this 
year is true, banks will not have a tremen- 
dous demand for commercial funds. There 
will, however, be an increasing demand for 
funds with which to undertake the construc- 
tion of durable goods. If that demand is 
supplied through the bond and mortgage 
markets, the revival of activity in the con- 
struction of such goods will become pro- 
nounced and prosperity will be fully restored 
by the forces which have been here described. 
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Los Angeles 


Special Correspondence 


HOW CALIFORNIA IS AIDED BY STRONG 
BRANCH BANKING SYSTEMS 


The principle of coodination and coopera- 
tive effort has been applied to an excep- 
tional degree in California, not only in the 
development of banking and financing fa- 
cilities, but also in industrial development 
and especially in cultivating markets for ag- 
ricultural and fruit products. Experience 
has demonstrated that branch banking opera- 
tions of a state-wide scope enables growers 
and industrialists to secure adequate funds 
when seasonal demands are at their highest. 

Commenting on these aspects of develop- 
ment in California, Mr. EK. J. Nolan, chair- 
man of the Board of the Bank of America, 
National Trust & Savings Association, states: 

“California is a state which holds national 
records in commerce, industrial progress, 
horticulture and _ agriculture, education, 
civic enterprise, growth in population and 
other phases of development. Intelligent 
cooperation and coordination of effort have 
been developed to an unusual degree on the 
Pacific Coast. The result has been that Cali- 
fornia is the last to feel and the first to re- 
cover from any general business depression. 

“There is another feature of California’s 
prosperity which cannot be overlooked in 
that it is the home of a number of banking 
institutions whose activities are more or less 
statewide in scope. The very diversity of 
California’s activities and undertakings cre- 
ates seasonal peak needs for additional fin- 
ancing in one section, and, at the same time, 
seasonal peak deposits in another. Through 
branch banking systems, money flows to the 
point of greatest need, and a surplus in one 
section aids another. The banks of the state 
thus maintain an unusual liquid position, 
predicated upon statewide diversification of 
loans. 

“The Pacific Coast is indeed fortunate in 
having many banks sufficiently capitalized not 
only to provide the financial requirements of 
local business houses, manufacturers and ag- 
riculturists, but are also equipped to handle 
the increasing volume of coastwise commerce 
and foreign trade. This is a service for- 
merly obtainable only in the great banking 
centers of New York, London, Paris and 
3erlin.” 


REDUCTION OF INTEREST RATES 

Acting upon the recommendation of the 
executive committee of the Los Angeles 
Clearing House Association, the leading 
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banks and trust companies of this city have 
agreed upon a reduction of interest rates 
on various classes of deposits. The follow- 
ing rates become effective May 1, 1931: 

On six months interest-bearing term de- 
posits or savings account, three and one- 
half per cent (8%%) per annum. 

On time certificates of deposit maturing 
in two months, two per cent (24%4%) per an- 
num; in three months, two and one-half per 
cent (244%) per annum; in more than three 
and less than six months, three per cent 


(8%) per annum; and on certificates of de- 
posit issued for six months or longer, three 
and one-half per cent (344%) per annum. 

On special interest-bearing term deposits 
or special interest-bearing savings accounts, 
subject to present regulations, two and one- 
half per cent (244%) per annum. 


FINANCIAL STATEMENT BY SECURITY- 
FIRST NATIONAL 

The March 25, financial statement of the 
Security-First National Bank of Los Angeles 
shows aggregate resources of $589,906,362 
including cash and due from banks of $84,- 
$45,235; U. S. Government securities, $65,- 
083,038; other bonds and securities, $85,- 
836,180; ioans and discounts $321,947,193. 
Deposits total $520,615,755. Capital is $30,- 
000,000; surplus fund $15,000,000 and un- 
divided profits $7,589,742. 


LOS ANGELES BREVITIES 

Clarence A. Lyman, head of advertising 
department of the Security-First National 
Bank of Los Angeles, has been elected chair- 
man of the publicity committee for the Em- 
ergency Relief Appeal of the Los Angeles 
Community Chest. 

In accordance with the program of the 
Bank of America National Trust and Savings 
Bank of California to expend $1,500,000 for 
erection of new buildings, a new two-story 
branch office structure is being erected at 
Whittier boulevard and Atlantie avenue, Los 
Angeles. 


Thomas D. Vogelgesang, manager of the 
safety deposit department of the George D. 
Harter Bank, in Canton, Ohio, recently com- 
pleted a half a century of service with that 
institution. 


A number of banks have recently adopted 
the policy of advising depositors to call for 
vouchers and statements of balances when- 
ever possible, instead of entrusting such mat- 
ter to the mails. 
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San Francisco 


Special Correspondence 


FAVORABLE SHOWING BY CROCKER 
FIRST NATIONAL AND FIRST 
FEDERAL TRUST 

Sustaining the progress of 1930, during 
which was recorded one of the most success- 
ful years in the history of the institutions, 
the combined statement of condition of the 
Crocker First National Bank and Crocker 
First Federal Trust Company, as of March 
25, 1931, shows an increase in surplus and 
undivided profits of $284,000 over the state- 
ment of March 27, 1930. This increase is re 
ported after payment of dividends totaling 
$840,000, equivalent to $14 per share on thc 
capital stock of the combined institutions. 
A highly favorable liquid position of the 
institutions is reflected in the figures showing 
a total of United States bonds and other 
bonds and securities and cash of more than 
$65,274,000, or almost half the total of deposits. 

In the current statement showing the con- 
dition of the combined Crocker institutions 
as of March 25, 1951, undivided profits total 
$3,342,750.51 as against $3,069.610.90 on De- 
cember 31, 1930, indicating a_ profit from 
operations for the period of $275,139.69. In 
addition, the stockholders of the bank own 
the capital stock of the Crocker First Com- 
pany, which is not included in the com- 
bined statement. Deposits in the curren! 
statement total $114,942,58S as against $109,- 
082,789 on December 31, 1930, and $99,901, 
079 on March 27, 1930. Total resources are 
$137,168,469 as compared with $136,120,526 
at the beginning of the year and $122,787, 
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455 in the statement of March 1930. 


FORMER BANK SUPERINTENDENT JOINS 
BANK OF AMERICA STAFF 


Will C. Wood, former State superintendent 
of banks for California, has been appointed 
vice-president of the Bank of America Na- 
tional Trust & Savings Association at the 
Onkland office of the organization. Mr. Wood 
served as head of the State banking depart- 
ment from 1927 until the beginning of the 
present year. Previously, he was for eight 
years State superintendent of public instruc- 
tion. 

The Bank of America, as of March 25, 
1931, reports total resources of $1,115,456,- 
110, against $1,161,895,889 December 31, 1930. 
In this period the company’s surplus and 
undivided profits increased from $54,136,374 
to $56,908,690, while deposits decreased from 
$998,039,477 to $925,350,512. 

Charles P. Partridge, vice-president, Bank 


of America was recently promoted to rank- 
ing administrative officer in the business ex- 
tension department. Mr. Partridge has been 
New York representative of the bank for 
some time. 


BANK OF CALIFORNIA 

An excellent statement of financial con 
dition was rendered under date of Mareh 25, 
by The Bank of California, National As- 
sociation, which was founded in 1864 and 
under its special charted provisions conducts 
offices in Portland, Oregon, Tacoma and Se- 
attle in the State of Washington, besides its 
main and branch office in San Francisco. 
The latest statement shows total assets of 
$77,817,918 including cash and exchange $19.,- 
809,768; loans and discounts $77,317,913; 
United States securities $7,871,000; sundry 
bonds and stocks $7,687,011. Deposits total 
$95,319,394. Capital is $8,500,000; surplus 
and undivided profits $9,017,337. 


ELECTED PRESIDENT OF TRANSAMERICA 
CORPORATION 

James A. Bacigalupi has been elected presi- 
dent of the Transamerica Corporation, suc- 
ceeding L. M. Giannini, retired. Elisha 
Walker, was re-elected chairman of the 
board, and Jean Monnet was re-elected vice- 
chairman at the annual meeting... 

Two additions to the board of directors 
were Georges Jonasset and A. Alvino. 

The Tracy Loan & Trust Company of Sali 
Lake City, Utah, reports resources of $15.- 
092,-384 with capital of $250,000 surplus and 
reserve of $375,000. 

Among the stellar speakers at the coming 
annual convention of the Illinois Bankers 
Association will be President Rome C. Ste- 
phenson of the American Bankers Association 
and Fred W. Ellsworth, vice-president of the 
Hibernia Bank and Trust Company. 

The late Nicholas Longworth, Speaker of 
the House of Representatives. left an estate 
valued at over $16,000,000 to his widow, Mrs. 
Alice Roosevelt Longworth who is named as 
sole executrix. 

The management of the Safe Deposit & 
Trust Company of Baltimore mourns the 
death of John W. Marshall, the senior vice- 
president who served the Company for forty- 
seven years. 

The United States Trust Company of New 
York is named executor in the will of the 
late Adeline Ives Latham, who left an estate 
estimated at $1,000,000, and provided for 
legacies of $230,000 to charities and the 
National Red Cross. 
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